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PUBLISHER’S NOTE 


Part 4 of Foreign Office Files for China offers complete coverage of events that took place 
in 1952. Continuing the record of the Communist takeover of China documented in Parts 
1-3, this section of the microfilm project details the efforts of the new People’s Government 
to consolidate its position. Key aspects of the initial years of Mao Zedong’s rule are 
detailed, including the tension over Formosa (Taiwan), Communist Party propaganda, and 
social and economic reform in China. What makes these files most important to scholars, 
however, is the viewpoint they provide from within China. 


Whereas the United States refused to recognise the Communist government early on, 
Britain retained diplomatic links and a presence in the emerging power. British interests 
and contacts in the region were strong and allowed Foreign Office personnel first hand 
experience of the changes taking place. Records for 1952 provide a steady stream of 


detailed reports and memoranda on events and attitudes within China that cannot be 
found in US State Department files. 


Part 4 begins with the valuable Annual Review (FO 371/99229), which summarises the 
previous year’s activities in China. The review contains Foreign Office analysis of the 
Chinese political situation and how this has effected British-Sino relations. As a preface to 
the documents that follow, the Annual Review places the 1952 files in the context of the 
political atmosphere of the time. Particularly useful are the comments regarding the 
nature of the new Communist regime, as these indicate why the Chinese issue was such a 
high priority at the Foreign Office, and internationally: “1951 saw a marked acceleration in 
the Communisation of China. With the promulgation on February 21st of Regulations for 
the Suppression of Counter-Revolutionaries, and the terror which followed, the last 
shadow of doubt about the Chinese Communist Party’s intentions was removed. They 


were sure of their power and could now use it without restraint to force China into the 
orthodox mould.” (Item FC101 1/1). 


Against this political backdrop, the British Foreign Office was attempting to retain some 
kind of diplomatic relationship with China. For the welfare of its colonial and business 
interests in the region, Britain had made an effort to avoid ideological confrontation with 
the new Communist regime. Such a stance, however, had not facilitated the continuation 
of relations with China, as had been hoped. The Annual Review accurately predicts the 
direction that British-Sino relations were to take in the year ahead: “Though Her Majesty’s 
Government recognised the Central People’s Government on 6th January 1950, the 
establishment of formal diplomatic relations remains as remote as ever, and all the 
evidence tends to show that the Central People’s Government do not want to establish 
normal diplomatic relations with the United Kingdom. The Chinese did nothing to improve 
Sino-British relations and Chou En-lai’s speech to the Chinese People’s Political 
Consulative Conference at the end of October showed that they had no intention of easing 


relations: on the contrary they were likely to make them worse.” (Item FC1011/1) 


As well as diplomatic difficulties with China, Britain’s relationship with the United States 
was also under pressure in 1952. One of the most striking aspects of the 1952 files is the 
clear difference between British and American policy on China. Several documents 
contain notes of caution from the Foreign Office to their US counterparts about American 
military activities in the region. Likewise, American bewilderment at Britain’s continued 
relations with China is also evident. Much of the disagreement centres on the island of 


Formosa (Taiwan), which became the focal point of the struggle between Communism and 
democracy in China. 


Following the fall of the Nationalist government in 1949, the anti-Communist faction of 
China, under the leadership of ousted President Chiang Kai-Shek,. were exiled to 
Formosa. There, the Kuomintang government continued to function amid international 
debate about its legitimacy and purpose. Whilst America continued to support the 
Nationalists as the official government of China, Britain had recognised Mao Zedong’s 
Chinese People’s Republic as legitimate. Therefore, the extent and nature of American 
aid to the Nationalist government became a sticking point in British-US relations. 


An extract from the “Daily Worker’ on 1 January 1952 the American stance: “The 
American military advisors to Chiang Kai-Shek on the Chinese island of Formosa are 


.. planning an invasion of South-West China. This has been admitted in a statement by 


Major General William Chase, commander of the American Military Advisory Group 
serving with Chiang Kai-Shek. Not only will Chiang’s troops be ‘greatly strengthened’ in 
1952, says the statement, but American officers serving with them will be prepared to 
serve outside Formosa. The remarks were made in a New Year statement issued by the 
General in Taipeh, Chiang Kai-Shek’s capital, a few days after Chiang Kai-Shek had 
called on his troops to prepare for an invasion of China in 1952.” 

(FO 371/99231 - Item FC1015/2) 


Conversely, the British Foreign Office warns against any attempt to take a Nationalist force 
into Chinese territory. A more cautious approach is encouraged in the hope of avoiding 
confrontation with the Chinese Government. In the following extract a suggestion is even 
made of a possible compromise over Formosa, albeit with little hope of success: “/f our 
ultimate objective is to achieve a modus vivendi in the Far East with the Chinese 
Government the absolute minimum that they would expect would be the strict confinement 
of the Nationalists and Nationalist influence to Formosa. They would certainly not agree to 
this in principle and they probably would not in practice; but they might. Equally, the 
Americans would certainly not give up Formosa but might conceivably agree strictly to 
neutralise Formosa.” (FO 371/99231 - Item FC1015/3) 


The negotiation of a settlement with China to end the Korean War is also discussed in the 
1952 files. In June 1950 the United Nations Security Council passed a resolution enabling 
member states to assemble troops in order to free South Korea from_a Communist 
invasion from the North. America provided the largest amount of military assistance and 
the conflict in Korea became another example of the US effort to curb Communist 
aggression worldwide. Britain’s low profile in the Korean War is highlighted in the files as 
another source of tension between the Foreign Office and politicians across the Atlantic. 


In a speech to the US Congress on 17 January 1952, Churchill addressed the differences 
in British and US policy and the tension between the two countries. He also appealed to 
America for greater understanding of Britain’s particular attitude towards the Far East in 
the hope that the situation would improve in the future: “You have rightly been resolute, 
members of the Congress, in confronting Chinese Communist aggression. We take our 
stand at your side - we are grateful to the US for bearing nine-tenths, or more, of the 
burden in Korea, which the UN have morally assumed. | am very glad that whatever 
diplomatic divergences there may be from time to time about procedure you do not allow 
the Chinese anti-Communists on Formosa to be invaded and massacred from the 
mainland. We welcome your patience in the armistice negotiations and our two countries 
are agreed that if the truce we seek is reached only to be broken, our response will be 
frank, resolute and effective. What | have learnt over here convinces me that British and 
US policy in the Far East will be marked by increasing harmony.” (Item FC 1025/3) 


File FO 371/99261 contains coverage of the progress of truce talks and the role that 
Britain should play if they fail. However, the lack of decisive action by the British incurs 
the wrath of one American journalist based in the UK. Writing in the Herald Tribune, 
David Lawrence comments: “Discussion here with members of the Government as well as 
the opposition reveal clearly why there has been such a divergence of opinion between 
the United States and Great Britain over Far Eastern questions. There is a total 
unawareness here of the motivating influences which have caused the American people 
to feel so deeply about the sacrifices made by American troops in Korea. To the British 
reader, Korea is just an incident. It is even less than a ‘police action’ in the sense that 
other troubles in the world are considered to be far more concerning. The British are 
more concerned over what has happened in Malaya and over the danger spots in Iran, 
Egypt and North Africa.” (Item FC1027/8 - 17 May 1952) 


British concern for its Far East colonial interests is a prevalent theme of the 1952 files. 
* With Hong Kong leased by China to the British until 1997, the island became the site of 
ideological conflict in the dawn of the Communist era. Files FO 371/99243-246 provide 
detailed accounts of political activity in Hong Kong by both Communist and Nationalist 
supporters. Reports are received of Hong Kong inhabitants being kidnapped at gunpoint 
and taken back to Chinese territory. The volatility of the situation eventually caused the 
Foreign Office to grant the Hong Kong police permission to return fire should China 
endanger the safety of its residents (FO 371/99275). 


Even in light of the tension over Hong Kong, the Foreign Office remained determined to 
establish some form of diplomatic and, perhaps more importantly, commercial relationship 
with the Chinese People’s Government. British business interests in China were 
extensive and the failure to retain the ability to trade in the country would have damaging 
financial consequences for Her Majesty’s Government. However, the tightening of 
Communist controls over capitalist activities in China meant that by the end of 1952 British 
business was being evicted. Foreign Office analysis is contained in Files FO 371/99282- 
298 and provides detailed information about the key events affecting British firms in 
China. Perhaps surprisingly, the tone of some of the reporting is optimistic about the 
chances of Britain’s trade relationship with China continuing in the future. “This [the 
elimination of the private capitalist] does not mean, however, that foreign businessmen will 
be forced out of China immediately, nor that under more reasonable conditions there 
might not be a revival of trade between the UK and China, but it does mean, we suggest, 


that the “British Stake” in China will be under pressure. The aim of the Chinese will be to 


try and trade through a few government organisations and thereby eliminate the British 
middle man in China.” (FO 371/99282 - Item FC1105/3) 


In reality, the strength of the developing relationship between China and the USSR meant 
that economic relations with non-Communist nations were bound to suffer. The 
percentage of imports into China from the Soviet Union rose from 19.84% to 44.7% 
between 1950 and 1951. Conversely, imports from Western states to China fell from 
78.79% to just 22.9% over the same period (FO 371/99229 - Item FC1011/1). The 
burgeoning commercial and political alliance of Communist China with the USSR was one 


of the key developments of the Cold War period, and receives much attention in the 1952 
files. 


The creation of the Sino-Soviet Bloc on 14 February 1950 posed the biggest threat yet to 
the stability and security of the Western democracies. A celebratory speech by Chinese 
Premier Chou En Lai on the second anniversary of the Sino-Soviet Treaty is recorded by 
a Foreign Office diplomat: “The great alliance, he said, between China and the Soviet 
Union, which had a combined population of 700 million, was an invincible force. The 
foundation of this profound friendship had been laid at the time of the October 
Revolution...When the People’s Republic of China was founded, the Soviet Government 
had been the first to recognise it. During the past two years and more, the Soviet people 
and Government had given fraternal aid in China’s work of construction. ‘We Chinese 
people and Government express our profound gratitude for this great friendship and aid’.” 

(FO 371/99265 - Item FC10338/7) | 


The wider availability of the 1952 Foreign Office Files for China opens up many new 
possibilities for research and sheds light upon the complex web of national and 
international repercussions that the Communist victory created. The files contain valuable 
material for those wishing to examine how events in China increased tensions between 
East and West. Scholars will also find the complete files of great assistance in studying a 
variety of topics including: 

¢ Consolidation of Communist rule in China 

¢ The effect of Chinese Communist rule on Sino-British relations 

e Internal political, social and economic situation in China 

e The Korean War 

¢ Tensions between Britain and America over Far East policies 

¢ Chiang Kai-Shek and the Nationalist Government in Formosa 

¢ British colonial and business interests in the Far East 


These British files offer reséarchers an interesting insight into differences between British 
and American policy on China in this period. These materials both complement and add 
significantly to US State Department documents on China. 


Lindsay Orchard 
February 2002 


TECHNICAL NOTE 


Our microform publications are prepared and produced in accordance with recommended 
and established guide-lines for the production of microform of superior quality. These 


conform to the recommendations of the standard guides to good microforming and 
micropublishing practice. 


Attention should be drawn to the nature of the original material. All the material consists of 
FO 371 and FCO 21 files containing loose papers. Although the original material is. in very 
good condition, some records are written on many different types, thickness and colour of 
paper. Coupled with the variety of inks, pens or pencils used, this has created problems of 
blurred text and contrast. Some items consist of carbon copies or comprise material on 
very thin paper, which has created problems of show-through, rendering the original 
documents difficult to read. Every effort has been made to minimise these difficulties and 
some openings are microfilmed more than once in an attempt to bring out all the features — 
of the original. Nevertheless these original characteristics present difficulties of image and 

contrast which stringent tests and variations of density cannot entirely overcome. 


The most responsible care has been exercised in the filming of this unique collection and 
every effort has been made to ensure that this microform publication meets the standards 
established by the Association for Information and Image Management (AIIM), the 
American National Standards Institute (ANSI) and prevailing European standards. 
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CONTENTS OF REELS 

REEL 84 

FO 371/99229 Annual report on China for 1951 (1952) 

FO 371/99230 Periodical political summaries, December 1951 to December 1952 
(1952) 

FO 371/99231 Chinese Nationalist preparations in Formosa for an attack on the 
mainland; US statements supporting Nationalist harassment of 
mainland; Communist war preparations; Churchill’s warning to Chiang 
Kai-Shek against interfering in Chinese continental affairs; 
Nationalist raids (1952) (Folder 1) 

FO 371/99232 Chinese Nationalist preparations in Formosa for an attack on the 
mainland; US statements supporting Nationalist harassment of 
mainland; Communist war preparations; Churchill's warning to Chiang 
Kai-Shek against interfering in Chinese continental affairs; 
Nationalist raids (1952) (Folder 2) 

FO 371/99233 Political, social and economic developments in 
Communist China (1952) (Folder 1) 

FO 371/99234 Political, social and economic developments in 
Communist China (1952) (Folder 2) 

REEL 85 

FO 371/99235 Political, social and economic developments in 
Communist China (1952) (Folder 3) 

FO 371/99236 Political, social and economic developments in 
Communist China (1952) (Folder 4) 

FO 371/99237 Political, social and economic developments in 
Communist China (1952) (Folder 5) 

FO 371/99238 Political, social and economic developments in 
Communist China (1952) 

REEL 86 

FO 371/99239 Formosa: situation reports, monthly summaries of events, political 
developments, speeches of President Chiang Kai-Shek, text of 
Kuomintang manifesto (1952) (Folder 1) 

FO 371/99240 Formosa: situation reports, monthly summaries of events, political 


developments, speeches of President Chiang Kai-Shek, text of 


FO 371/99241 


FO 371/99242 


REEL 87 
FO 371/99243 


FO 371/99244 


FO 371/99245 


FO 371/99246 


FO 371/99247 


FO 371/99248 


FO 371/99249 


FO 371/99250 


REEL 88 
FO 371/99251 


FO 371/99252 


FO 371/99253 


FO 371/99254 
FO 371/99255 
FO 371/99256 
FO 371/99257 


FO 371/99258 


Kuomintang manifesto (1952) (Folder 2) 

Formosa: situation reports, monthly summaries of events, political 
developments, speeches of President Chiang Kai-Shek, text of 
Kuomintang manifesto (1952) (Folder 3) 

Reports based on surveys of the North East People's Daily newspaper; 


reports of encouragement of migration to the North East Province 
or North Manchuria (1952) 


Political situation in Hong Kong; reports of Communist and Nationalists 
activity; reports of kidnapping into Chinese territory from Hong Kong 
(1952) (Folder 1) 

Political situation in Hong Kong; reports of Communist and Nationalists 
activity; reports of kidnapping into Chinese territory from Hong Kong 
(1952) (Folder 2) 

Political situation in Hong Kong; reports of Communist and Nationalists 
activity; reports of kidnapping into Chinese territory from Hong Kong 
(1952) (Folder 3) 

Political situation in Hong Kong; reports of Communist and Nationalists 
activity; reports of kidnapping into Chinese territory from Hong Kong 
(1952) (Folder 4) | 

Legal status of Port of Dairen; restoration of port for use of Soviet ships 
carrying supplies to Far East (1952) 

Alleged Russian domination in South West Chinese provinces of 
Sinkiang; reports on internal affairs of Sinkiang gleaned from eight 
surveys of “Sinkiang Daily” and speech by Sinkiang politician (1952) 
Information about leading Chinese Communist politicians, soldiers, and 
officials of the Central Government (1952) 

Motivation and direction of Chinese Communisms paper on deviations 
from the party line in the Chinese Communist Party; Communist proposal 
for an All-China People's Congress in 1953 (1952) 


Constitutional reform in Hong Kong; increase in number of elected 
members on the Urban Council from two to four (1952) 

Incidents between Portuguese and Chinese in Macao; Portuguese- 
Chinese negotiations resulting in settlement and modification of Chinese 
demands (1952) (Folder 1) 

Incidents between Portuguese and Chinese in Macao; Portuguese- 
Chinese negotiations resulting in settlement and modification of Chinese 
demands (1952) (Folder 2) 

Press report of increased prosperity in Inner Mongolia; transfer of capital 
from Kalgan to Kweisui (1952) 
‘Retained by Department under Section 3(4) (1952) 

Summaries of Chinese press and propaganda during 1952 (1952) 
China news commentaries, compiled by the Office of the Commissioner 
General for the UK in South East Asia, Singapore (1952) (Folder 1) 
China news commentaries, compiled by the Office of the Commissioner 
General for the UK in South East Asia, Singapore (1952) (Folder 2) 


REEL 89 
FO 371/99259 


FO 371/99260 


FO 371/99261 


FO 371/99262 


FO 371/99263 


FO 371/99264 


FO 371/99265 


REEL 90 
FO 371/99266 


FO 371/99267 


FO 371/99268 


FO 371/99269 


FO 371/99270 


FO 371/99271 


FO 371/99272 


Anglo-US differences in policy towards Nationalist China; Formosan 
Government's anxiety to improve relations with HMG; US hopes of 
overthrow of Communist regime in mainland China; military assessment 
of Nationalist Chinese capability of attacking Communist China (1952) 
Chinese reactions to recent statements of British foreign policy; brief on 
China for the Secretary of State at the NATO meeting in Lisbon; 
Chinese press comments on UK recognition of the People’s 
Government of China; establishment of diplomatic relations between 
UK and China (1952) 

Extension of Korean War into China in the event of a breakdown in the 
truce talks; paper on probable political consequences of retaliatory 
action against China;HMG's views on a possible naval blockade 

of China (1952) 

HMG assertion of its adherence to the principles of the Nine-Power 
Treaty of 1922 on China as far as applicable to present conditions 
(1952) 

Chinese-Mongolia agreement on cultural and economic co-operation 
(1952) 

Text of Chou en Lai's statement on the Japanese Peace Treaty; 
Japanese attitude to Sino-Soviet discussions and to the concept of 
Nationalist Chinese sovereignty over the mainland of China (1952) 
Speeches and exchanges of messages on the Second Anniversary of 
the Soviet-Chinese Treaty; Soviet-Chinese talks in Moscow, Sept 1952; 
speculation on subjects and outcome of talks; Indian concern at this 
meeting (1952) (Folder 1) 


Speeches and exchanges of messages on the Second Anniversary of 
the Soviet-Chinese Treaty; Soviet-Chinese talks in Moscow, September 
1952; speculation on subjects and outcome of talks; Indian concern at 
this meeting (1952) (Folder 2) 

Speeches and exchanges of messages on the Second Anniversary of 
the Soviet-Chinese Treaty; Soviet-Chinese talks in Moscow, September 
1952; speculation on subjects and outcome of talks; Indian concern at 
this meeting (1952) (Folder 3) 

US policy towards China; assessment of statements by prominent 
Americans to the press and on radio and television; 

US policy towards Formosa (1952) 

Exchange of visits between Burmese and Chinese delegations on 
cultural and agricultural matters (1952) 

Political relations between China and India; statements by Mrs Pandit 
Nehru about her impressions of New China; 

Indian cultural mission to China (1952) 

Difficulties of British diplomatic representation in China; Anglo-Chinese 
political relations; HMG enquiry into desirability and ways of intensifying 
measures to deter the Chinese from further aggression (1952) 

Firing on British merchant ships; exchange of fire between Chinese 
Communist shore batteries and HMS Mountsbay and Consort (1952) 


FO 371/99273 


REEL 91 
FO 371/99274 
FO 371/99275 


FO 371/99276 


FO 371/99277 
FO 371/99278 


FO 371/99279 
FO 371/99280 


FO 371/99281 


REEL 92 

FO 371/99282 
FO 371/99283 
FO 371/99284 
FO 371/99285 


REEL 93 

FO 371/99286 
FO 371/99287 
FO 371/99288 
FO 371/99289 


REEL 94 

FO 371/99290 
FO 371/99291 
FO 371/99292 
FO 371/99293 


REEL 95 

FO 371/99294 
FO 371/99295 
FO 371/99296 
FO 371/99297 


Unofficial contacts between UK and China including visits by British 
scientists; various accounts of life in China as seen by the visitors; 
questions raised about British subjects imprisoned in China (1952) 


British relations with Nationalist China (1952) 

Tension on the Hong Kong border with China; discretion given to Hong 
Kong police to return fire of Chinese where safety of Hong Kong 
inhabitants is concerned (1952) 

Chinese accession to Protocol to the UN Prohibition of Use in War of 
Gas and Bacteriological Methods; question of right of Communist 
Chinese Government to ratify Geneva Convention and other 
instruments (1952) _ 

Status of the Chinese Offshore Islands (1952) 

Monthly economic reports on China from the 

British Consul (Commercial) at Shanghai (1952) 

Report on economic and social progress in East China 

during 1951 (1952) 

Elimination of private enterprise in China, particularly in 

the municipal sector (1952) | 

Campaign of austerity in Chinese economic activity; inauguration of the 
Tientsin Investment Company; report of economic expansion in North 


West China; efforts to expand heavy industry; compensation of low 


capital by plentiful cheap labour (1952) 


British business interests in China (1952) (Folder 1) 
British business interests in China (1952) (Folder 2) 
British business interests in China (1952) (Folder 3) 
British business interests in China (1952) (Folder 4) 


British business interests in China (1952 
British business interests in China (1952 
British business interests in China (1952 
British business interests in China (1952 


(Folder 5) 
(Folder 6) 
(Folder 7) 
(Folder 8) 


British business interests in China (1952) (Folder 9) 

British business interests in China (1952) (Folder 10) 
British business interests in China (1952) (Folder 11) 
British business interests in China (1952) (Folder 12) 


British business interests in China (1952) (Folder 13) 
British business interests in China (1952) (Folder 14) 
British business interests in China (1952) (Folder 15) 
British business interests in China (1952) (Folder 16) 


REEL 96 
FO 371/99298 


FO 371/99299 
FO 371/99300 
FO 371/99301 
FO 371/99302 


FO 371/99303 


FO 371/99304 


REEL 97 
FO 371/99305 


FO 371/99306 


FO 371/99307A 


FO 371/99307B 


FO 371/99308 


FO 371/99309 


FO 371/99310 


FO 371/99311 


FO 371/99312 


REEL 98 
FO 371/99313 


Economic reports for Formosa in 1952; British business firms in 
Formosa; claim by Taiwan Electric Power Company against 

Babcock and Wilcox Ltd (1952) 

American business interests in China; difficulties encountered by foreign 
firms in China; interests of British banks in China (1952) 

Growth of industry in North East China; growth of the Co-operative 
Movement; labour unions in North East China; industrial output in East 
China; new power station at Fuhsin in South West Manchuria (1952) 
Economic report on Hong Kong for March 1952 (1952) 

Reports on the Shanghai Water Works Company Ltd and the Shanghai 
Electric Construction Company for 1951 (1952) 

Anglo-Chinese Chamber of Commerce: discussions on its future; 
China's expression of willingness to trade with the UK, through the 
China National Import-Export Corporation (1952) 

Difficulties of British banks in China due to freezing of their dollar 
assets; proposed closure of British banks; approach to USA to obtain 
release of frozen dollars (1952) (Folder 1) 


Difficulties of British banks in China due to freezing of their dollar 
assets; proposed closure of British banks; approach to USA to obtain 
release of frozen dollars (1952) (Folder 2) 

Difficulties of British banks in China due to freezing of their dollar 
assets; proposed closure of British banks; approach to USA to obtain 
release of frozen dollars (1952) (Folder 3) 

Report on the budget of the Central and Provincial Governments of 
Formosa for the years 1952 and 1953 (1952) 

Chinese Government Purchasing Commission: liquidation (1952) 
Restriction on movement of currency, cheques, bonds, gold, silver and 
merchandise by post into or out of China; restrictions on credit offered 
by Chinese banks in Hong Kong; control measures on foreign 
currencies held by foreign diplomats; lowering of interest rates of 
Chinese banks (1952) 

Confirmation that silver coin and bullion belonging to China had been 
recovered after being kept in a Tientsin bank under seal 

since 1940 (1952) 

Effect of control of strategic exports to China; reports of smuggling from 
Hong Kong, Malaya, Singapore and Borneo into China; proposals to 
modify controls on exports to Formosa (1952) (Folder 1) 

Effect of control of strategic exports to China; reports of smuggling from 
Hong Kong, Malaya, Singapore and Borneo into China; proposals to 
modify controls on exports to Formosa (1952) (Folder 2) 

Effect of control of strategic exports to China; reports of smuggling from 
Hong Kong, Malaya, Singapore and Borneo into China; proposals to 
modify controls on exports to Formosa (1952) (Folder 3) 


_ Opening of Chinese foreign trade channels; trade in British ships; 


10 


FO 371/99314 


FO 371/99315 
FO 371/99316 


FO 371/99317 
FO 371/99318 


FO 371/99319 


REEL 99 
FO 371/99320 


FO 371/99321 


FO 371/99322 


FO 371/99323 
FO 371/99324 
FO 371/99325 


FO 371/99326 


REEL 100 
FO 371/99327 


FO 371/99328 


Anglo-Chinese agreement on rice and cotton trade; establishment of the 
"China Committee for Promotion of International Trade" (1952) 
Nationalist Chinese proposal to set up a small trade agency 

in Singapore (1952) 

Trade between China and Japan (1952) 

Sino-Soviet talks in Moscow, November 1952, about problems of 
trade for 1953 (1952) 

Swiss doubts about future trade with China (1952) / 

Increase in Anglo-Chinese trade as a result of agreements reached 
between the Chinese and British Trade Delegations attending the 
International Economic Conference in Moscow; problems of exporting 
to China (1952) (Folder 1) 

Increase in Anglo-Chinese trade as a result of agreements reached 
between the Chinese and British Trade Delegations attending the 
International Economic Conference in Moscow; problems of exporting 
to China (1952) (Folder 2) 


Increase in Anglo-Chinese trade as a result of agreements reached 
between the Chinese and British Trade Delegations attending the 
International Economic Conference in Moscow; problems of exporting 
to China (1952) (Folder 3) 

Increase in Anglo-Chinese trade as a result of agreements reached 
between the Chinese and British Trade Delegations attending the 
International Economic Conference in Moscow; problems of exporting 
to China (1952) (Folder 4) 

Levying of Agriculture Tax on summer and autumn harvests; land and 
house tax on properties owned or rented by foreign diplomatic and 
consular missions; imposition of fines for delay in payment (1952) 


Details of strength and disposition of Chinese military and air forces, 
including field forces in the border areas (1952) 

American policy regarding Nationalist Chinese forces in Formosa; return 
of Chief of United States Military Assistance Advisory Group in Taiwan; 
General Chase to United States for consultations (1952) | 
Retained by Department under Section 3(4) (1952) 

Detention and searching of merchant ships by the Nationalist Chinese 
Navy; insurance claims by shipowners against Nationalist Government, 
pursuit of claims by British Consulate, Tamsui; release of some vessels 
effected; proposals for arming British merchant ships (1952) 


Detention and searching of merchant ships by the Nationalist Chinese 
Navy; insurance claims by shipowners against Nationalist Government, 
pursuit of claims by British Consulate, Tamsui; release of some vessels 
effected; proposals for arming British merchant ships (1952) 

Detention and searching of merchant ships by the Nationalist Chinese 
Navy; insurance claims by shipowners against Nationalist Government, 
pursuit of claims by British Consulate, Tamsui; release of some vessels 


11 


FO 371/99329 


FO 371/99330 


FO 371/99331 


FO 371/99332 
FO 371/99333 
FO 371/99334 


REEL 101 

FO 371/99335 
FO 371/99336 
FO 371/99337 


FO 371/99338 


FO 371/99339 
FO 371/99340 
FO 371/99341 
FO 371/99342 
FO 371/99343 


FO 371/99344 


FO 371/99345 


FO 371/99346 


FO 371/99347 
FO 371/99348 


FO 371/99349 
FO 371/99350 


FO 371/99351 
FO 371/99352 


effected; proposals for arming British merchant ships (1952) 

Detention and searching of merchant ships by the Nationalist Chinese 
Navy; insurance claims by shipowners against Nationalist Government, 
pursuit of claims by British Consulate, Tamsui; release of some vessels 
effected; proposals for arming British merchant ships (1952) 
Development of Chinese agriculture; reactions of peasants towards the 
drive for producers’ co-operatives; action against drought in North West 
China; report on food production and administration in Taiwan (1952) 
Cultivation of protective forests on the western border of 

North East China (1952) 

Land redistribution in Formosa (1952) 

Tea production in China (1952) 

Formosa tea market report no 2, following the close of the spring tea 
season, by United Exporters (1952) 


Chinese cotton industry and trade; good cotton harvest (1952) 
Formosan fishing industry (1952) 

Chinese railway operation and construction; preparations for 
expansion in 1953 (1952) 

Opening of various highways in China and over the borders, including 
the road to Lhasa, Tibet; whereabouts of the records of the Wuhu Road 
Improvement Society (1952) 


Retained by Department under Section 3(4) (1952) 
Retained by Department under Section 3(4) (1952) 
Retained by Department under Section 3(4) (1952) 
Retained by Department under Section 3(4) (1952) 


Notification of partial closure of the Yangtze River entrance; 

chart of the area (1952) 

Prevention of floods in the Middle Yangtze Kiang; flood diversion and 
irrigation scheme; operation of the “People’s Victory Canal” (1952) 
Confiscation and requisitioning of foreign property in China; particulars 
of cases where British individuals and firms have suffered from Chinese 
requisitioning; requisitioning of public utility companies in Shanghai 
(1952) (Folder 1) 

Confiscation and requisitioning of foreign property in China; particulars 
of cases where British individuals and firms have suffered from Chinese 
requisitioning; requisitioning of public utility companies in Shanghai 
(1952) (Folder 2) 

Protest at Chinese takeover of the Tientsin Country Club (1952) 
Chinese land reform programme; completion of reform in most of China 
(1952) 

Requisitioning of HMG property at Foochow and of French Embassy 
compound in Peking (1952) 

Chinese petroleum industry (1952) 

Coal industry in Formosa (1952) 

Completion of Hsinchu Power Plant, Formosa; visit to hydro- -electric 
projects in the Turoku Gorge; article on the interconnected power 
system of the Taiwan Power Company (1952) 
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FO 371/99353 
FO 371/99354 


REEL 102 
FO 371/99355 


FO 371/99356 


FO 371/99357 


FO 371/99358 


FO 371/99359 


FO 371/99360 


FO 371/99361 


FO 371/99362 


FO 371/99363 


FO 371/99364 


FO 371/99365 


REEL 103 
FO 371/99366 


Oil deposits in Formosa (1952) 


Mineral resource potential of Taiwan; report of Consuls visit to 
Tainan Salt Works (1952) 


Representations made to Chinese Ministry of Foreign Affairs by heads 
of foreign missions on behalf of US and other foreign and 
Commonwealth nationals in China; proposed statement to UN about 
treatment of foreigners; statistics of foreigners arrested and detained 
in China (1952) (Folder 1) 

Representations made to Chinese Ministry of Foreign Affairs by heads 
of foreign missions on behalf of US and other foreign and 
Commonwealth nationals in China; proposed statement to UN about 
treatment of foreigners; statistics of foreigners arrested and detained 
in China (1952) (Folder 2) 

Representations made to Chinese Ministry of Foreign Affairs by heads 
of foreign missions on behalf of US and other foreign and 
Commonwealth nationals in China; proposed statement to UN about 
treatment of foreigners; statistics of foreigners arrested and detained 
in China (1952) (Folder 3) 

Representations made to Chinese Ministry of Foreign Affairs by heads 
of foreign missions on behalf of US and other foreign and 
Commonwealth nationals in China; proposed statement to UN about 
treatment of foreigners; statistics of foreigners arrested and detained 
in China (1952) (Folder 4) 

Refusal of Hong Kong and Malaya to allow entry to Nationalist Chinese 
Cheng Yen-fen; Hong Kong visa policy determined by anxiety about 
agitation caused by Chinese Nationalists (1952) 

Visits of Portuguese Minster for Overseas Affairs to Far East, US 
Commanding General of the Fleet, Franklin A Hart to Hong Kong; 
Ministry of Transport official Le Goy to Hong Kong; Australian Minister 
for the Philippines, Moore to Formosa; report of lavish entertainment of 
visitors to Perking (1952) 

Tientsin Municipal regulations establishing procuratorial informants paid 
only for information given to higher authority; new regulations for 
Chinese People’s Court; request for information about HBM Supreme 
Court, formerly at Shanghai; reform of Chinese judiciary (1952) 
Communist newspapers in Hong Kong; use by New China News 
Agency (NCNA) of propaganda contravening the Hong Kong Control of 
Publications Ordinance; serious warning to NCNA on 

possible prosecution (1952) 

Appearance of a new daily newspaper in Peking called the "People's 
Daily" in place of the "Hsin Min Pao” (New People’s Daily) (1952) 
Retained by Department under Section 3(4) (1952) 

Retained by Department under Section 3(4) (1952) 


Education in China; reorganisation of university training; creation of 
propaganda schools (1952) 
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FO 371/99367 


FO 371/99368 
FO 371/99369 
FO 371/99370 


REEL 104 
FO 371/99371 


FO 371/99372 


FO 371/99373 


FO 371/99374 


FO 371/99375 


REEL 105 
FO 371/99376 


FO 371/99377 


FO 371/99378 
FO 371/99379 


FO 371/99380 
FO 371/99381 
FO 371/99382 


FO 371/99383 


FO 371/99384 


Failure of the "Progressive Church" in China after one year; creation of 
a Chinese Islamic Association; Chinese Islamic Delegation’s visit to 
Pakistan (1952) 

Chinese Moslem Association in Formosa (1952) 

Buddhism in China; founding of a Chinese Buddhist Association (1952) 
Future of the Lester Chinese Hospital in Shanghai and the International 
Hospital in Hankow; Chinese insistence on registration of land (1952) 


Chinese representation at the Olympic Games 1952: admission of 
Chinese Communists and withdrawal of the Nationalists (1952) 
Establishment of regional motorway in the People's Republic of China in 
an attempt to solve the problem of national minorities, particularly in 
South West China (1952) 

Disposal of refugees from China; maintenance of clearing offices in 
Shanghai and Hong Kong; proposed use of blank visas for removal of 
refugees from Hong Kong; aid to refugees in Hong Kong; problem of 
foreign refugees in Shanghai (1952) (Folder 1) 

Disposal of refugees from China; maintenance of clearing offices in 
Shanghai and Hong Kong; proposed use of blank visas for removal of 
refugees from Hong Kong; aid to refugees in Hong Kong; problem of 
foreign refugees in Shanghai (1952) (Folder 2) 

Disposal of refugees from China; maintenance of clearing offices in 
Shanghai and Hong Kong; proposed use of blank visas for removal of 
refugees from Hong Kong; aid to refugees in Hong Kong; problem of 
foreign refugees in Shanghai (1952) (Folder 3) 


Problems of overseas Chinese in South East Asia; complaints about 
treatment of overseas Chinese families in Kwangtung; Nationalist drive 
to win support of the overseas Chinese; conferences in Taipeh and 
Canton; study of China's population (1952) 

Parliamentary questions about duties of British Consul-General in 
Formosa and whether they justify continuation of the post (1952) 
Indian diplomatic representation in Peking (1952) 

Size of the US Consulate-General in Hong Kong: appointment of a 
Canadian representative in Hong Kong (1952) 

Labour Day celebrations in Peking 1 May 1952; details of delegations 
attending; celebration of Third Anniversary of Foundation of Chinese 
People’s Republic on 1st October 1952 (1952) 

Chinese claims to territory on southern frontier with Burma (1952) 
Reform of Chinese script; campaign against illiteracy in China; 
difficulties due to lack of knowledge of the Chinese language (1952) 
Development of movement for democratic reform in factories and 
mines; wages in China; direction of labour; labour situation in Hong 
Kong; US Information Services official's appointment in Hong Kong, 
unemployment and trade unionism in China (1952) 

Development of a progressive labour insurance system in Formosa 
(1952) ; 
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FO 371/99385 Withdrawal of Australian proposal to take over UK responsibilities in the 


New Hebrides; proposed partition of the territory (1952) 
FO 371/99386 Status of HM Consulate, Papecte, Tahiti (1952) 


FO 371/99387 Report on the Consul-General of Nationalist China, Doctor Yao at 
Papecte (1952) 
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Cypher/OTP DEPARTMENTAL DISTRIBUTION 
Mr, Lamb | | | 

Ne, 31,1 D, 9.7 am 25rd April, 1962 | 

23rd April, 1952 R. 10.30 a.m. 23rd April, 1952 _ 


PRIORITY 
SEQGRET 


Adéregsea to Foreign Office telegram No, 1 ofApril 23rd 
Repeated for infermation te Heng Kong and Singapere. 


Hong Keng telegram No, 332 te Celenial Office; British 
business in China, CC ONS 


I share the Geverner 's view particularly the concern expressed 
in paragraph 3 and the hope in paragraph }. 


2. Sudden stoppage of British shipping services at this 
moment cannot but prejudice the pesition ef all Britigh ‘business 
interests concerned, while as stated in paragraph 2 of ny telegram 
No, 266:Tide not (repeat net) consider it likely that the Chinese 
Gevernne i would take such retaliatery action against British 


ing infermed of the proposed elesure, 
DISTRIBUT"D TO: 
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Mr. B.C. Thaiias, : 


Fer Eastern Department. 


Je 0. Lloyd, E8de, 
Foreign Office. 


2lst April, 1952. 
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Se ee 


F.2180/138 
CONFIDENTIAL 


17th April, 1952. 


NG 


Will you please refer to my letter to you of 15th April, 1952, 
regarding British budiness interests in China. 


In the course of our discussions here we decided it would be 
wise to ascertain whether there were any Canmonwealth interests in 
that country who might be interested in any proposals we had to make 
and we telegraphed to Shanghai to find out. In reply we are informed 


that a number of Commonwealth country agencies are held by British 
firms in Shanghai, but apart from this there are:- 


(a) Messrs. G.T. Pulford & Co. Ltd., 


Canadian firm, present manager Portuguese, agents 


for Dr. William's Pink Pills and other proprietary 
medicines. 


(b) China Aluminium Rolling Mills Ltd. 


51 per cent Canadian, 49 per cent Swiss, present 
manager Swiss. 


I do not know whether you are already aware of the existence of 
these firms, but I send you the information in case it is of interest. 


(Sgd.) E.C. THOMAS 


H.R. St.J- Horne, Esq., 
Canada House, 
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BRITISH-AMERICAN TOBACCO COMPANY, LIMITED. 


re ee oe Rusham House, 

elephone jhnam 

i ‘J : Whitehall Lane, 
felegrams Velucular,. Sowest. London. ie 

Cables: Vehicular, London Eg ham, Surrey. 


18th April, 1952. 


J.O. Lloyd, Esqa., 

China Department, 

Foreign Office, 
S.W.1. 


wee 
Ben Zo van 7 yr Aye 
With reference to my letter of sterday, we 

have to-day received a copy of the Preliminary Agreement 


and I am enclosing it for your records, together with a 
copy of the covering letter which may be of interest. 


You will see from this letter, that, as from the 
2nd April, all the staff except the covenanted staff (that 
is to say, foreigners who are on home leave contracts) 
became the responsibility of the Shanghai Tobacco Corporation 
but that final and permanent arrangements have not yet been 
made about the B Grade foreigners (that is to say, foreigners 
of various nationalities who were locally engaged). The 
Shanghai Tobacco Corporation have asked these employees whether 
they wish to continue working for the Corporation, but the 
salaries and prospects offered are apparently very disadvan- 
tageous and, therefore, the majority of employees indicate 
unwillingness to transfer their services to the Corporation. 
This, unfortunately, means that the Company is liable to pay 
off these employees, which may cost British-American Tobacco 
Company (Hong Kong) Limited a further H.K. $750,000. 


fin Frvete 4, 
Stent fteneo_ 


Enclosures. 


175, Soochow Road, 
Shanghai, 
China. 


5th April, 1952. 


AIR MAIL. 


E.G. Langford, Esa., 
Rusham House, 
Egham. 


My dear Langford, 


I must apologise for not writing to you before 


enclosing a copy of the agreement signed by Shanghai Tobacco 
Corporation. : | 


I now enclose a copy of the English translation and 
am also sending a copy of this to British-American Tobacco Co. 
(Hong Kong) Ltd. I will in addition pass to them a copy of 
the Chinese original as soon as I can have this made, 


The agreement is described in the English translation 
as a draft agreement but I have added the words "or preliminary" 
since what the Chinese phrase means is that it is an agreement 
| binding on the parties but open to amendments, it being the 
\ parties’ intention to conclude a formal agreement on the same 
terms or on amended terms in due course. 


We are now engaged in handing over our duties to the. 
representatives appointed by Shanghai Tobacco Corporation to 
take charge of the various departments and branches, and 


simultaneously preparing the appendices to be attached to the 
formal agreement. 


As from the 2nd April 1952 all the staff, except 
covenanted staff, become the responsibility of Shanghai Tobacco 
Corporation although final and permanent arrangements have not 
yet been made about the B Grade foreigners. 


We are advertising for claims and notifying the public 
that the affairs of -the various Companies are in the process of 
liquidation, limiting the period to two or three weeks during 
which claims should be made and these, if any, will be added to 
the list of liabilities which 4 special committee of both parties 
is engaged in putting into its final shape. : 


a a 


The handing over process will probably be completed 
in a matter of days, so it will then only remain to complete 
the preparation of the formal agreement and Sign it. 1 


No doubt, however, the foreign covenanted staff will 
remain a little longer after that in case any questions arise 
on which their assistance or explanations would be needed. 


TIENTSIN: 

We had a telephone call from Coates yesterday stating 
that the Foreign Affairs Bureau had introduced him to another 
party with whom he is now in negotiation on the terms of an 

agreement similar to that concluded in Tsingtao which he expects 
should be concluded together with all necessary handing over 
formalities in about one month. 


With kind regards, 


Yours sincerely, 


(Sgd.) RICHARD PRICE. 


Enclosure, 


ne ae © 


° 


or Preliminary 
Draft/Agreement of Assignment of Property of Shanghai 
Chief Branch of Yee Tsoong Tobacco Company Ltd. (including 
other associated Companies) to Shanghai Tobacco Corporation by 
Shanghai Chief Branch of Yee Tsoong Tobacco Company Ltd. 
(including other associated Companies) 


The Boards of Directors of Yee Tsoong Tobacco Company 
Limited in respect of Shanghai Chief Branch and of other 
associated Companies - Capital Lithographers Limited, Tobacco 
Development Company Limited, Tobacco Products Corporation (China), 
Hung An Land Investment Company Limited, Wing Tai Vo Tobacco 
Corporation Limited, Chi Tung Tobacco Company Limited, A.Lopato 
Sons Limited and Provident Trustees Limited - (hereafter called 
Party A) in view of the maladministration and depletion of funds 
of the said Companies and their dependent Branches in various 
places thereby making it impossible to carry on operations 

Fooperet in stoppage of production despite the strenuous 


cooperation of the workers and the assistance repeatedly given 
y the relevant Authorities of North-East, East-China, and 
Shanghai Municipality have authorised the Chairman of the Board 
of Directors of Yee Tsoong Tobacco Company Limited, Mr. H.V. 
Tiencken, with full power to assign voluntarily all properties 
of the said Companies and their dependent Branches in various 
Places to the Shanghai Tobacco Corporation (hereafter called 
Party B) in perpetuity, excepting that part already assigned 
upon the following terms:- 


le Party A will willingly and voluntarily assign all the 
properties of Yee Tsoong Tobacco Company Limited, Capital 
Lithoguphers Limited, Tobacco Development Company Limited, 
Tobacco Products Corporation (China?, Hung An Land Investment 
Company Limited, Wing Tai Vo Tobacco Corporation Limited, 

Chi Tung Tobacco Company Limited, A. Lopato Sons Limited, and 
Provident Trustees Limited situate at Shanghai, Nanking, 
Soochow, Hangchow, Mentaitze, Kiukiang, Hankow, Hsuchang, ~ 
Ichang, Shasi, Changsha, Canton, Kunming, Moukden, Newchwang, 
Harbin and other places in the Eastern, Central South, South- 
West and North-Eastern areas of China to Shanghai Tobacco 
Corporation including: - 


Be All factory buildings, office buildings, godowns, 
residences, living quarters and etl other structures 
and appurtenances (all land upon which aforementioned 
structures and all other land without structures 
thereon will be reclaimed by the local People's 
Government) ; 


ae 
All rights of lease and mortgage; 
All fixed equipment inside and outside the buildings; 


All machinery, accessories and parts, apparatus and 
implements; 


All furniture inside and outside the — and 
the furnishings thereof, etc.; 


All vehicles and vessels; 


All raw materials, supplies, manufactured stock and 
stock in the process of manufacture, etc.; 


All cash on hand, bank deposits, bonds and securities 
and all claims and debts receivable, etc.; 


All charts, tables, files, records, reference materials 
relevant to production and all articles not enumerated 
herein. 


Detailed inventories to be attached as appendices 
to the Agreement. In case any property belonging 
to Party A is discovered later as not included in 
the inventories due to omission at the time of 
making the inventories, it should also be included, 


2 The Shanghai Tobacco Corporation agrees to accept all 
the properties of Party A listed in Article l. and recognises 
the following liabilities, namely:- 

Ge Tax payments due; 


De Salary and wages, rice allowance and Savings Fund owing 


the employees for the year 195l up to the day Berore 
formal assignment; 


Year-end bonus owing the employees for the year 1951; 
Monies owing in local currency; 


Monies owing for local purchase of supplies; 


Obligation to pay 51% of liabilities to Wing Tai Vo 
Tobacco Corporation; 


-3- 


Other liabilities brought up by Party A and agreed to 
by Party B. 


All items unless listed in a statement as an 
appendix to the Agreement shall not be deemed to 
be included among the abovementioned liabilities. 


5 The Shanghai Tobacco Corporation agrees to undertake 

‘the obligation which should be discharged by the said Companies 
and the dependent Branches thereof as a result of the take-over 
of materials and properties from the Japanese by the said 

| Companies and their dependent Branches and further agrees to 
undertake to report to the People's Government for the purpose of 
confiscation whenever it is discovered that the said Companies 

or their dependent Branches have bureaucratic capital in them. 


———E 


ue After this Agreement has been agreed to and signed by 
both parties hereto an application for official certification 
thereof shall be filed with the People's Court of Shanghai to 
whom shall be submitted at the same time the powers of attorney 
executed by the Boards of Directors of Party A, in favour of Mr. 

H.V. Tiencken for effecting the assignment and all title deeds. 
This Agreement becomes effective as soon as it is officially 
certified by the People's Court of Shanghai. 


. It is also mutually agreed that within a month after 
this agreement comes into effect the procedure of property 
assighment shall be completed. 


6. After the completion of the procedure of property 
assignment Party B will take up the responsibility of dealing 
with the incumbent employees of Party A. 


a This Agreement is made out in triplicate, one copy to 
be held by each party and another copy to be submitted to the. 
People's Court of Shanghai for record. 


Dated 2nd April 1952. 


Parties to Agreement: 


Party A Representative with full 
powers of Shanghai Chief 
Branch of Yee Tsoong Tobacco ) (Sgd.) H.V.TIENCKEN, 
Company Limited and other 
associated Companies 


pa 


Party B Responsible person of 
Shanghai Tobacco Cor- 
poration 


« (Sgd.)Ming Ya-Jen. 


Witnesses: 
Shen Hai-tao 


Chiang Yuan-mu 


Representatives of the Labour Unions. 
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2.th April, 1952 
PRIORITY’ 


a LU. 
I have received a telegram, No. 44 of 23rd 
April from Hong Kong giving the recommendations 
of Hong Kong representative referred to in paragraph 
1 of their telegram No. 332 to the Celonial Office. 


The telegram is not repeated you or Shanghai, 
I assume that yeu have reeeived these 


recommendations and unless you see any objection I | 
propose te repeat them to Shanghai. 
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Outward Telegram from Commonwealth Relations Office 


S C 105/180 3 


COMMISSIONER IN CANADA 
COMMISSIONER IN AUSTRALIA 
{1..COMMISSTONER IN NEW ZEALAND: ~ 
COMMISSIONER IN SOUTH AFRICA 
H COMMISSIONER IN INDIA (ACTING) 
COMMISSIONER IN PAKISTAN 
COMMISSIONER IN CEYLON 


(Sent 20:10 bres 23rd April, 1952) 


CYPHER 


XY. No, 160 CONFIDENT LAL | 


My telegrams Ye NGOs 259 and Ye No. cesta (eno 


- BRITISH" BUSINESS INTZRESTS IN CHINA: 


Note mentioned in telegrams under reference was presented 
on 12th April and it is likely that firms individually or 
collectively will apply to close at the end of 4pril, 1952, and 
request facilities to leave China. 


26 We have now. informed friendly foreign Gov ernments ia” 
confidence of conterts—of For ci gn Office Intelligence telegram 
No. 84, paragraphs 3 and 4, saying also: 


(a) that most British firms employing Chinese labour 
1,cG industrial as opposed to trading organisations 
have decided to close and, in asking for permission to 
do so, will seck aid of Her Majesty's Government, 


(b) some firms hope to continue to trade after they have 
withdrawn forsign personnel from China and that Her 
Majesty's Government presented a further note to Chinese 
Government on 18th April pointing out that if Chinese 
Wish to promote United Kingdom/China trade as Moscow 
Conference suggests, there are many Hong Kong and 
Shanghai firms who traditionally handled this trade, 


) decision to close was entirely that of firms concerned 
and Government here will afford every assistance and 


United Kingdom Government is not taking initiative to 
publicise decision to close but will answer enquiries 
factually when news gets out emphasising that United 
Kingdom Government's action does not involve any change 
of policy towards China. 


30 You may inform Commonwealth authorities of the above 


confidentially. High Commissioners for old Conmmony Ga 4H countries 
in London have received above enforna ior 


in 
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H.M. Ambassador for the ULK. in Dublin : 
U.K.High Commissioner in Salisbury . 
U.K. iimbassy Washington Mr. RH. Belcher 
U.K. Delegation to 
U.N. New York Mr. RW.D,Fowler 


eee 


Copy sent to High Commi dstoners for Canada, Australia, New Zealand 
and. South Africa in. Liendon — Paregrapn « 4: | 


5 BASTE BRN DEPARTAANT 
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% Outward Telegram from Commonwealth Relations Office 
20; 


U.K. HIGH COMMISSIONER IN CANADA 

U.K. HIGH COMMISSIONER IN AUSTRALIA oe 
U.K. HIGH COMMISSIONER IN NEW ZEALAND A 
U.K. HIGH COMMISSIONER IN SOUTH AFRICA : 
U.K. 

U.K. 
U 


HIGH COMMISSIONER IN INDIA (ACTING) 


eK. HIGH COMMISSIONER IN PAKISTAN (ACTING) 
»K. HIGH COMMISSIONER IN CEYLON (BY AIR MAIL) 


(SENT: 19,35 hours, 16th May 1952) 


CYPHER 
Y,.NoO.200 CONF IDENT IAL 


My ‘iin Vee 


BRITISH BUSINESS INTERESTS IN CHINA 


There has been no reaction to the note delivered to the 
Central People’s Government on 12th April. My immediately 
following telegram contains text of new note to be presented 
to the Chinese by the United Kingdom Chargé d'Affaires in 
Peking as soon as possible, 


‘Le The terms of the new note have been agreed by the China 
Association after consultation with firms' representatives in 
Shanghai and Hong Kong, China Association will give news to 
Press of firms’ decision to close in time for publication in 
papers for Tuesday morning 20th May provided United Kingdom 
Chargé da*Affaires in Peking has delivered note by them which he 
is expected to doe The Minister of State for Foreign Affairs 
Will make a statement in Commons on Tuesday 20th May after 
delivery of note. Statement will give brief summary of firms’ 
difficulties, announce that many will shortly be applying to 
close and that United Kingdom Government have requested Central 
People's Government to facilitate closure, Text of note will 
not repeat not be released to Press, Friendly foreign 
Governments are being informed of new arrangements for publicity 
(see paragraph 2 (d) of my telegram under reference). 


Xe You may inform authorities concerned, High Commissioners 
in London for old Commonwealth countries have received the 
above information, 


Copy to:- 
Dele 


CR. O- Mr. Thomas 
Mr. Mills 
Mre Le Tocqg 
Foreign Office Mr. Drinkall 
Mr. Graham 
Treasury Mr. M.T. Flett 
Tel.Sec. (4) 
B/Trade Mr. Percival 
Cablegram Section (10) 
HeM.e Ambassador for U.K. in Dublin 
UeKe High Commissioner in Salisbury 


UsK,. Embassy ren 3 Mr. RH. Belcher 
UeKe Delegation to United 


Nations New York Mr.e ReW.D. Fowler 
U.Ke High Commissioner in Colombo (3) 
Copies sent to High Commissioners for Canada, Australia, New 
Zealand and South Africa in London omitting Para.3,. 


FAR EASTERN DEPARTMENT 
F 2150/7138 
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- Outward Telegram from Commonwealth Relations Office 


TO:.. UeKe I COMMISS IQNER N CANADA 
COMMISSIONER AUSTRALIA | 
COMMISSIONER NEW ZEALAND 
COMMISSIONER SOUTH AFRICA 
COMMISSIONER INDIA — (ACTING) 
COMMISSIONER PAKISTAN (ACTING) 
COMMISSIONER CEYLON (BY AIR MAIL) 


21015 hours, 16th May, 1952) 


CYPHER ey 
Rode 
YeNO0201 CONFIDENTIAL Sata: MOS [180 (2 


— 


ee 


Air Mail to CoLomb 0. i ‘ce 


My immediately. preceding telegrame Text begins. 


As stated in my note of April 12th, 1952, British firms 
in China have for a long time gnd for reasons beyond their control 
been facing increasing ‘difficultiese The increasing extent to which 
many of the functions formerly handled in China by private merchants 
and industrialists are being taken over. by organisations operating 
on a state basis is correspondingly reducing need for maintenance 


in their existing form of many British owned and eaters eee 
enterprisese | . 


ad — 


ce | Nearly all, if not all, of.the British companies in 

“China, have come to the conclusion that this change in conditions 
necessitates a corresponding change in the nature of their 
organisations and in the scope of théir activities. Many feel 
they can no longer operate satisfactorily in China and can serve 

no useful purpose in the futuree Consequently they feel that the 
proper course is to arrange for the transfer asS..going concerns, . 
custody, or closure of their businessese The needs of individual 
companies will vary with their particular circumstances, and applica= 
tions appropriate thereto will be made by them in due courses 


30 A number of important British companies, whilst recognising ~ 
that in existing conditions their present organisations are or may 
become redundant, believe that they can still perform a useful 
service in the interests of Sino-British tradee They therefore 
contemplate setting up a new form of organisation which is better 
suited to current conditions. This would take the form of an 
association of representatives of manufacturers and overseas buyers, 
who would maintain direct contact with the appropriate Chinese 
authoritiese This body could, in fact, act as a permanent Trade 
Missione | 


Le Her Majesty's Government trust that the Central People's 
Government will issue appropriate instructions to the departments 
concerned to facilitate the measures for which individual British 
companies will make application in pursuance of the above. decisionse 
The particular points in respect of which the good offices of the 
Central People's Government are requested are:= 


(a) approval of the termination of the services of redundant 
staff. 


(ob) the issue of exit permits for non-Chinese employees who 
are transferred elsewheree — 


/(e) 


) ‘he setting up of machinery to deal with custody or 


transfer as going concerns of any businesses to which 
this treatment is appropriatee 


} taking of the necessary steps to deal dah oid the suggestion 
in paragraph 3 aboveée 


5 In view of the prolonged period during which many 

companies have been operating under economically adverse circumstances, 
Her Majesty's Government request early and. favourable consideration 
will be given to the representations made hereine HndSe . 


Copy toO:= Dele 


 BeReOs Thomas 
Be ta cease 7 Mills 


“ oe ee Le Tocq.. 
Foreign Office DrinkalLl “© 


: | Graham 
Treasury : Flett 

| : Tele Secte (4) 
B/Trade . 4 Mere Percival 

Cablegram Secte (10) 

HeMe Ambassador for U.K.. in Dublin 
UeKe High Commissioner in Salisbury fe 
UeKe Embassy Washington Mre ReH. Belcher 
UeKe Delegation to the _ 
“-  UeNe, New York - Mre RW.D. Fowler 
UeK. High Commissioner in Colombo (3) 


Copies Sent. to High Commissioners in London for Canada, Australia, 
New Zealand and South Africa. 
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[This telegram is of particular secrecy and should be 
retained by the authorised recipient and not passed on]. 


Cypher/OTP FOREIGN OFFICE AND 
WIITEHALL DISTRIBUTION 


Vr. Lamb De. 10.10 a.m. 25th April, 1952 


25th April, 1952 Re 11.38 am. 25th April, 1952 


PRIORITY 
SECRET 


Addressed to Foreign Office telegram No. 347 of 25th 


April 
Repeated for information to Hong Kong 


and Saving to Shanghai / 4 ¢ 
“7 USS 17. 


Hong Kong telegram No. 332 te Colenial Office: British 
Business in China. 


I have now received in Hong Keng telegram No. 4 
(not repeated) summary of recommendations of Hong Keng 
representatives. C10 5134 


Ze xh they entail censiderable change from form 
of second cgmfunication, they originally contemplated, and though 
I had suggested in last sentence of paragraph 5 of my telegram 
No. 200 that question of revised methods of British trade 
representation should be left for a subsequent stage, nevertheless 
these Hong Keng recommendations seem to me to merit favourable 
consideration. In the first place they sérve te soften the sheck 
of announcement of intentien te withdraw and te shew that there 
is no change in the policy of Her Majesty's Gevernment or of 
British trading interests with regard te intention te maintain 


trade with China. 


In the second place by their declaratien of recognition 
of changing conditions of business in China they sheuld legically 
receive favourable response from the Chinese Government wmese 
spokesmen at Moscow Economic Conference have stressed Chinese 
desire to trade with United Kingdom en basis ef equal and 
mutual interest. They alse, by implication, cever requirement 
suggested in paragraph 5 ef my telegram Ne.250 that our 


communication to Ministry of Foreign Affairs jshould stress that 
| ‘ /adiffiiculties enceuntered 


~“ 


ne 


Ww 


¥C 


SECRET 
Peking telegram No. 3)/ te Fereign Office 
Ze 


difficulties encountered by British concerns are not ef their 
making. In conclusion I do net think second cemmunication te 
Ministry of Foreign Affairs in this form is fundamentally 
incensistent with nete sent on 12th April under instructions 
in your telegram No. 306. —“(Cnos}€2 , 


Fereign Office please pass te Heng Keng as my telegram 
Ne. 102. 


[Repeated te Hong Keng]. 
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Dated QL / G / i 
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Registry— 26 li /' + <<. 
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Mr. Lamb 
No, 346 D. 2.40 pom. 25th April, 1952 


2hth April, 1952 R. 4.18 pom. 25th April, 1952 
CONFIDENTIAL 


\ddressed to Foreign Office telegram No. 346 of 2)th April 
Repeated for information Saving te Shanghai. 


Your telegram Ne. 3534 paragraph 5. 
British business in China. le Hoy PEED 


I have discussed this item with Swiss Minister and my 
Danish colleague, beth ef whom endorse opinion expressed in 


first sentence of paragraph 5 of my telegram Ne. 319. 


2.I am sure my Swedish and Netherlends colleagues will alse 
agree. 


>. Original intention of British and other foreign 
Chambers of Commerce at Shanghai who formed a joint committee 
to study the question was to wait for a concrete case before 
asking their diplomatic representatives to make appropriate 
, representations (paragraph 5 of my telegram No. 198 refers). 
y Whatever may be the motives of these organisations in changing 
above decision, I still consider no useful purpose would be 


served by taking up the matter until an actual demand is 
received, 


4. Moreover, this particular item was referred te in 
Gomersall's letter to local authorities enclosed in Shanghai 
letter to me, NO. 75 of March 16th, copied direct to China and 
Korea Department. It would therefore seem better tactics to 
await the outcome of this approach before considering official 


action unless of course actual demands for refunds are made in 
the meantine, 


5. Nature of commissions in questien are alse described 
in memorandum enclosed in Shanghai letter Ne. 27 transmitted te 


China and Kerea Department in eTann ery semi-official letter 


Ne. 217 of March 28th. ‘i 1 


mum: =~ CSG 
China and Korea Department a Bponomio Relations Department 


News Department Regional Advisers 
Infermation Policy Department 


.Lto. GP.685 


MARGIN. 


IN THIS 


z 
F 
a“ 
> 
bd 
29) 
O 
be 
O 
= 
1 
_ 
O 
z 


Registry! : f 
No. Fe ana lte 32 


Top Secter. 2 
Secret.— 
Confidential. 
Restricted. 


Open-— 


Draft. 


Telegram to :-— 


Distrebution :— 


cr, Nears , 


Copies to :— 


Bot. (Mh. lbie 


DEFERRED 


| 


Security classification 
—af anv 


Addressed lo Leys 


$ 


FROM FOREIGN OFFICE TO PEKING 


Cypher/OTP ARTMEN TAL 
DISTRIBUTION 


No. 376 
28th April, 1952 De 9.23 pom. 28th April, 1952 


CONFIDENTIAL 


‘Addressed to Peking telegram No, 376 of 28th April 
Repeated for information to Shanghai 


Your telegram No. 346 [of 24th April: British 
business in China]. 


I agree with your views. 


DISTRIBUTED TO 

China and Korea Department 
News Department 

Information Policy Department 
Economic Relations Department 
Regional Advisers 
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PRITISH EMBASSY, 
PEKING. 


15th March, 1952. 
(CG.1611/9/52) 
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RY" jog /133 


Dear Tabor, 
Your letter KG 11013/46 of the 29th December about Er. R.V. Drewe. 


2. 1 have duly communicated with Mr. Drewe, who has prepared a lengthy 
memorandum, which 1 enclose in original, setting forth his viewpoint. 


3. It seems that he is not, in fact, being held in China hecause of his 
Chinese blood (some French "dual nationals" have got their exit permits) 
but chicfly for financial reasons, which he explains in the memorandum. 

f his analysis is correct, and it may well be so, he is being held as a 
hostace for forelen exchange from a company he is no longer connected with. 


4. J should be obliged therefore if, shonld you see no objection, you 
could transmit this memorandum to the company, and at the same time ask 
them not to communicate with Drewe about his commission, unless it be on 
the lines he suggests, as his mail is liable to censorship. 


5. The slivation is an unusual one, and companies in Ungland may find it 
difficult to credit what is happening out here. I would therefore add 
that Drewe's picture of the local hackzround is an accurate one. 


6. incidentally we have not paid over to Drewe the 7300 dealt with in 
Foreign Office telecram No. 1234 of 25th August, 1951, but thought it better 
to make him an advance as a Distressed Eritish Subject, which has duty gore 
through our accounts as such. 


7. 1 enclose a spare copy cf Drewe's memorandum which 1 should be glad if 


vou would pass to China and Korea Department as it shows an interesting 
lizht on the present situation. 


Yours ever, 


(MLC GILLETT) 


J. k. Tator, Esquire, 
Consular Department, 
Forsien Office, 
LONDON, <°.W.2. 


A AN ANALYSIS OF MY POSITION IN RELATION TO EAGLE-LION 
in the eyes of the authorities of this country. 


» 


Preliminary Remarks: Before starting to read the main text, please make 
a special effort to appreciate and understand the fact that our own (yours and 
mine) Western ideas as to business, the process of law, democracy, interpretation 
of various material and abstract things, etc. come into direct conflict with the 
Eastern ideas existing in this country. Here, there is properly speaking no exact 
process of law and no exact laws. All existing laws are pre-fixed with the 
heading "TEMPORARY TRIAL SYSTEM" ~ thus they are flexible & batt gach individual 
case. If the people (the word pedple here can represent one person, many persons, 
the masses, a section of tne Governnent or the entire Government as the latter 
is a "People's" Government) think that you are wrong, then you are wrong, even 
though there may be no law against your so-called wrong In other words, unlike 
the liestern system, you are usually taken to be guilty until you yourself can 
prove that you are innocent. If you argue too much in the process of proving 
your innocence, you are against the people, therefore against the Government, 
therefore you are a reactionary. 


If the reader will but please try to understand the difficulties here and 
the complete distortion of things as we understand them in the West, then he may 
be able to visualize the true if unhappy facts of the situation facing people 
behind the curtain. He will then wderstand that this epistle is not gibberish 
but something very real in a world he does not dream couid exist. 


CLASS DISTINCTION 


in a communist country, before any action is taken for or against an 

individual, his class distinction must be determined, hased on a wview of the class 

} distinction of his parents, his own past and his present. This explains why a 
certain act committed by a worker need not necessarily be a crime, but exactly the 
same act committed by a capitalist could be a serious crime. In other words, 
your class distinction when doing a certain thing has much to do with the deter- 
mination whether that certain thing is right or wrong. Tobe a capitalist is 
already to start on the wrong foot. In the class struggle, the evolution from 
capitalism towards socialism is today no longer a purely bloody struggle. 
Capitalists are allowed to exist for the time being, pending liquidation or self 
extinction. They therefore do not get into trouble unless they get involved in 
disputes with workers or so-called infringements of the law. 


In my own estimation, based on an understanding of the conditions here, lI 
believe that i come under one of the two following class distinctions: - 


A, Capitalist/petty bourteois class, with imperialist backsround op account 
of nationality. Based on the class distinction of my parents, my ow 
past etc., I am likely to be considered as belonging to this class. Il 
have been a "manager" and as such was the representative of the capital 
side of business. As such 1 looked after the interests of the owners and 
therefore automatically worked against the workers. i\ihether or not the 

. owners accept this, or whether they consider me an employee with the rank 

of "manager" is immaterial to the people*here. If they consider me a 
capitalist, I will be treated as such. The object therefore if I am to 


try for better treatment is to try and get out of this epeietien | class 
distinction. 


A_worker but a traitor to his class, poisoned with petty bourgeois ideas 
and with imperialistic backeround on account of nationality. I myself 
know that I am not a capitalist because of the hard fact that I have to 
work for a living under an employer. However, the likelihood is on the 
lesser side that they will consider me as belonging to this class. It is 


my endeavour to get them to treat me as of this class, and I will get off 
more lightly. 


/WEAT 
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WHAT EAGLE=-LION AND I HAVE DONE (FROM OUR WESTERN VIEWPOINT) 


Through my introduction and sales efforts, the Government here purchased 
a large quantity of cinema studio machines, before the actual transation 
was concluded, my superior in the Company came to‘%the conclusion that in order 
to keep the Company and ourselves out of trouble, possible come-backs in case 
of subsequent breakdowns, and furthermore to avoid the rather complex question 
of taxation, it wouJd be better for the Company not to take part in the actual 
transaction, nor to make any profit for the Company in this country. Instead, 
we planned to let the transaction go through the Government's own official 
import organisation. . This was eventually done, and the Company and I myself 
merely played the role of intermediaries without handling either money or cargo. 
On the surface of it all, and according to our Western viewpoint, we took all 
reasonable precautions within our rights and in a legal manner. 


THE VIEWPOINT OF THE AURHORITLES AS TO THE ABOVE 


During the past three years, especially the last 16 months, I have gained 
an increasingly deeper understanding of the policy of the Government and its 
policy, which allows me to see their viewpoint of any problem. Although I do 
not agree with their viewpoint of my case, yet in their eyes I am at present 
still inextricably involved with the Company and it is my objective to separate 
the involvement in order to receive better judgment with issuance of my exit 


visa from the country. From their point of view, there are numerous illegal 
aspects of our case. 


1. The very act of being only intermediaries is against the business laws. 


A firm, such as Eagle~Lion, can only engage in the specific scope of 
business as permitted in the business license. In actuality, Eagle-Lion 
was never issued a business license after Liberation, which makes it even 
worse. The act of brokerage. whether for profit or without, is reserved 
specifically for licensed brokerage firms/commission merchants, who pay 

a much higher rate of tax. Therefore Eagle-Lion infringed on the 
rights of other people, in defiance of the law (this law is clearly 


stipulated). In this country as in any otpr country, ignorance of any 
law is not an excuse for innocence! 


in accordance with the viewpoint of the authorities, I estimate that 
Eagle-Lion has broken the laws and done the following misdeeds:= 


a. Evasion of revenue stamps taxes on the sale 

b. Evasion of business taxes on the sale 

c. Evasion of income taxes on the profit 

d. Flight of profits out of the country 

e. In connection with d., there is the added involvement of 
flight of foreign exchange. 


in accordance with the peculiar way things are looked here, they might 
imagine that the Company was trying to shirk its responsibility for pos- 
sible bad materials supplied by staying nominally out of the transaction. 
Furthermore, coinciding with the transaction, the Company closed down 
within the country, and the senior staff (my superior in Shanghai and 
myself) tried to leave the comtry. My superior was allowed to leave, 
but 1 was probably kept back as 1 was most involved in the sale, 


Fortunately, nothing has happened after one year, and I understand all 
the machines are working excellently. 


THE PROS AND CONS OF THS ABOVE SiTUaTION sND V 


During the past 16 months that 1 have been held up here, I have had plenty 
of time for thought. Having undergone several "interviews" I noted numerous 
disguised hints and questions pointing to the activities of Eagle-lion. The 
reader abroad may or may not have heard that there is at present in this country 


/a 
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a widespread "5-anti" movement (anti-corruption, anti-bureaucracy, anti-tax, 
evasion, anti-theft of national resources and anti-theft of economic secrets). 
I have seen the movement gather momentum, and have therefore had the opportunity 
of acquiring a little better understanding of the policy of the Government. 
My own viewpoint has not changed at all, but I now realize that I have to see 
certain things in a different outward aspect. 1 also realize why the 
authorities look at things from a different point of view. As Iam still 
living within the national boundaries of this country, I must of necessity bow 


to the laws, whether actual or imaginary, and make the best of it until I get 
out. 


A year or even six months ago I would have argued that legally the Company 
was not involved. Today, I realize that I can no longer take such a stand. 
For instance, my superior from Shanghai visited me in October of 1950. Because 
he could/get e travelling visa, he asked me to approach our friend who was in 
charge Of that section of the Government interested in buying the machines, and 
the latter wrote to the police requesting the presence of my superior in ny 
city for the purpose of negotiating the transaction of the machines. He 
eventually came, lived in my house for two weeks, the purpose of his trip was 
registered with the district police and municipal police, we visited the buyer, 
we were entertained to dinner by the buyer in a Government restaurant = can lI 
to-day say we had nothing to do with the sale involving the machines? 


Previously, 1 would have agued that since 1 am no longer employed by the 
Company, 1 can therefore not be hejd responsible for the actions of the Company. 
Today~ I realize that such an attitude Would not be received with favour by the 
authorities. |The suspension of employment in this country is an intricate 
matter, involving financial arrangements and approval of the Labour Bureau or 
at least notification of the Labour Union. An act of discharge or an act of 
resignation is not valid unless the agreement is witnessed and approved by the 
Labour Bureau. To all intents and purposes therefore, according to the view- 
point here, I am still the "manager" even though the Company no longer exists 
in this country. Moreover, in my case I have neither resigned nor have I been 
discharged, and I cannot therefore even bring up any such contention which 
would be invalid in any case according to the law here. Therefore, 1 can but 
bow my head, admit my responsibilities as the "manager" and throw myself on 
their mercy. 

\ 

Previously, l would also have argued that my superior is the responsible 
party being the head of the concern in this country, were it the case that the 
Company is really responsible. Today, I realize that although I had a superior 
over me, the actual transactions took place in my city, and I was the person on 
the spot. 1 made some 50 visits to the buyers, each time writing down in my 
own handwriting my name, date of visit, purpose of visit each and every time 
I entered the Government offices, Can I deny this today? 


Last July, I admitted during "interview" (primarily because I had noticed 
a letter mentioning the matter had been censored) that 300 pounds sterling had 
been credited to me in London, as an "ex-gratia" payment for services rendered. 
Ll also stated at the time trat I wes not satisfied with the amount. This 
admission I must today uphold and substantiate. The nature of this payment 
ought to be clarified to my benefit in order to agree with statements. I stated 
that the money was in London where 1 was not able to draw on same. This ought © 
to be referred to, without under any cirewmstances divulging how the money was 


paid, for fear of involving the party concerned. 1 am therefore sticking to 
the story that 300 only was received. 


The proposed second payment mentioned in letter No. 1003/6 from the Company 
in London dated 29th January has not yet been made. I request that all 
reference to this be withheld from the ordinary maiis. Any discussion could 
go through the same channels through which this epistle will reach the reader. 
The letter of January 29th arrived unopened, and careful examination shows that — 
it was not touched or steamed open and therefore it will be safe to presume that 
the contents of same remain a secret to others here. This is of course on the 


/presumption 


eLe 
presumption that London has not since sent a second copy or another letter 


referring to the matter. The very important reason for keeping the second 
payment secret is analysed as follows:- 


A, Vere the authorities to hear of the second payment, it would show me 
up that the first payment of 300 pounds was a partial payment. At 
the time of my admission 1 truthfully emphasized that this was the 
only payment, and they doubted my word. If 1 now admit to a second 


payment, they will think the whole affair was trumped up and start a 
new investigation. 


Were the authorities to know of a second payment, they would thhixk it 
a result and softening up following my 16 months detention in the 
country. They might think that with further detention, a further 
amount would be forthcoming. The admission of the second payment 
instead of helping would make matters endlessly worse. 


If it comes to the worst and 1 am made to suffer financial or other 
punishment for the transactions of the Company, then at least the 


second payment would pay the passage of my wife and children out of 
this country. : 


One might rightfully argue if the authorities consider me responsible 
why am I not arrested? Well, for one fact, the Government here does not 
usually make arrests until they are certain of guilt, and in cases involving 
money, that some money could be obtained from the person arrested. Besides, 
they have probably censored some of my mail, and have got the impression 
that 1 received a meager commission. iihat is important now is to push 
this fact home to them, by a few letters which they would be bound to see 
even skipping the censorship of every other letter. I said 1 got only 300 
pounds and this needs substantiation. The Company remained silent all 
during the past year, and no letters could have been seen by them except that 
one concerning this payment. Fortunately, they missed the letter about the 
second payment. As soon as they get some shred of evidence substantiating 
my statements, they will probably release me. They usually let a mam go 
free, givine him plenty of rope! 


MY PROPOSAL TO C1EAR Mit’ OUT OF THS MESS, 


It is my proposal end earnest that the Company help me out of the mess. 
I am here holding the bag for the Yompany. 1 ask the Company to play up 
and write me letters as per the above scheme, These will of course all be 
pro-forma to our purposes, but will serve to help me clear myself here, ‘The 
first letter and possibly the only letter I may require has been worded, and 
1 enclose a copy. 1 request the Company to send this to me in two nails, 
direct to Peking (not through Hong Kong) and I can then produce them as 
evidence. As 1 have changed my address, 1 will write through ordinary mails 
to the Company and they can take up the reply also through ordinary mails 
and answer according to the text I have enclosed. 


I think all that is necessary now to get me is a little substantiation. 
I foresee the folloving results:- | 


A, That they will be satisfied that the Company did not derive profit, 
which could not therefore have been sent abroad. They might not be 
entirely satisfied, but at least they would have the satisfa¢tion that 
no loss of foreign exchange has been suffered by the country. 
Especially, when they see the Company writing to me that no profit was 


made except on the part of the manufacturers G.B-Kalee, they will ovér- . 
look many other things. 


‘_ 


5 = 


They would then believe my statement of nine months ago that I 
received only 300 pounds, not as a commission but as a reward towards 
helping me to travel abroad. They always doubted the amount and the 
purpose of same. The worst that could happen would be for me to have 
to surrender the 300 pounds and accept local currency in lieu. 


Once they are satisfied that in principle I have given them a proper 
account, and most important of anything that I have not tried to 
"nrotect the interests of an imperialistic foreign firm" they will let 
me go. 1 will have to admit my responsibility and throw myself upon 
their mercy etc. etc. Most probably, as a face saving device on 
their part, I might get a suspended sentence or be forcibly expulsed 
from the country, either of which would be a painless punishment for 
me. 


CONCLUSION 


I hope the Company and the reader of the above lengthy epistle will 
appreciate my position now. It is not 4 point now to prove what is right 
and what is wrong, but for me to get out of this country. 16 months 
detention is punistment in itself and I have really had my share. The 
Company was unwittingly responsible for this state of affairs, through our 
ignorance of the Eastern point of view, and the past is the past, so it is 


useless to go over that any more. that 1 look forward to is a future for 
my family and myself. 


My Address. 


Date March ... 1952 


To the Company 
London. 


Dear Sirs, 


I beg to confirm my letter of July 5th, 1951 addressed to Mr. Lambert, 
a copy of which was sent to Mr. Foster. Also, my memorandum of October 16, 
1951. Also my letter of December 20, 1951, addressed to Messrs. G.B. Kalee 
copy of which was sent to you. 


I am surprised and hurt to say that no answer has been received: from 
you in spite of so many enquiries concerning the long outstanding 


commissions due to me. 1 am beginning to suspect that something is wrong 
about the whole affair. 


To say the least, the commission of 300 pounds which you term 
"an ex-gratia" payment and which was credited to me in London is a very 
low reward for the large business I was instrumental in securing for 
G.F. Kalee. Incidentally, I cannot craw on this payment, and would ask 
your advice as to the best procedure to have these funds released. 1 have 
asked you to let me know the correct total for the transaction and what 
percentage of commission has been allowed to me. I am certainly curious 


to know how the extraordinarily round figure of 300 pounds was arrived at. 


I sincerely and desperately beg you to let me hear favourably from 
you at your early convenience, and remain, 


Yours, 


N.B. Please note my change 
of address as above. 


Dear Sir, 


We have at hand your letter dated March... . as well as your other 
lengthy letters concerning that matter which you still chose to term 
"long outstanding commissions." 


We have nothing new to state, except to reiterate that no commission 
is due to you, for the following reasons: 


1. This Company was not financially interested in the sale of 
recording equipments to China. It was only due to the difficulty 
of sending a man to that city that prompted us to act as inter- 


mediaries for Messrs. G.B-Kalee due to your fortunate presence on 
the spot in Feking. 


As an employee of this Company, you received a monthly salary, 
and even had the Company been financially involved in the trans- 
action, wich is not the case, you would not have been entitled 
to any commission. 


The principals in this transaction, Messrs. G.B-Kalee have informed 
us that normal prices were applied to the China sales, and further- 
more that nothing was added on top of normal prices to cover 
commissions for us, for you or for anyone else. 


The "ex-gratia" payment of 300 pounds to you last July in London was 
a payment for the services you have rendered to the Company, and has no 
relation whatsoever to the business transaction of the machines. ~-This | 
amount was computed on the basis of 100 pounds for each year of your service 
with the Company (Dec. 1, 1947 to Dec. 31, 1950) and it was the opihion of 
the Managing Director that this would be a welcome aid towards your 
travelling expenses. The term of commission which you insinuate is 


erroneous. Your problem as to withdrawal of this sum from England is your 
personal problem, not ours. 


We understood from Mr. Lambert, who has, as you are probably aware, 
left this Company, that you had suspected him of having received a commission 
on the above transaction. Such is not the case, and Mr, Lambert did not 
receive any financial reward for the small part he played in the affair. 


We trust that the above is quite clear to you but would warn you in 


any case that any further letters from you on this subject will be turned 
over to our attorneys. 


We remain, etc. etc, 
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THE CHINA ASSOCIATION, 4 
Broad Street House, : 

54, Old Broad Street, 
London, E.C. 2. 


Telephones : 
London Wall 1160. 
London Wall 2440. 
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GRAM TO HONG KONG CODE 25th April, 1952. _ 


IR ARTHUR MORSE FROM 8.A. GRAY: 

THE FOLLOWING IS TELEGRAM FROM SPECIAL COMMITTEE CHINA ASSOCIATION 
(BEGINS) MEETING TODAY CONSIDERS ESSENTIAL AGREE UNITED ACTION AND 
THAT NEED FOR SPEED OUTWEIGHS QUESTION OF PHRASEOLOGY THEREFORE ACCEPT 
YOUR DRAFT OF LAMB'S SECOND NOTE BUT SUGGESTS FOLLOWING AMENDMENTS 


(1) PREFACE NOTE BY (QUOTE) AS STATED IN MY PREVIOUS NOTE BRITISH 


FIRMS IN CHINA HAVE FOR A LONG TIME AND FOR REASONS BEYOND THEIR j 
CONTROL BEEN FACING INCREASING DIFFICULTIES (UNQUOTE) (2) YOUR | 
PARAGRAPH (1) UNCHANGED (3) YOUR PARAGRAPH (2) DELETE FROM (QUOTE) F 
SOME COMPANIES (UNQUUTE) TO (QUOTE) COMPLETELY (UNQUOTE) AND SUBSTITUTE 


(QUOTE) MANY FEEL THEY CAN NO LONGER OPERATE SATISPACTORILY IN CHINA 
AND CAN SERVE NO USEFUL PURPOSE IN THE FUTURE CONSEQUENTLY THEY FEEL 
THAT THE PROPER COURSE FOR THEM TO FOLLOW IS TO MAKE APPLICATION IN 


THE PROPER QUARTERS FOR TRANSFER AS GOING CONCERNS (COMMA) CUSTODY 
(COMMA) OR CLOSUR? OF THEIR BUSINESSES (UNQUOTE) (4) YOUR PARAGRAPH 
(3) INSERT (QUOTE) OR MAY BECOME (UNQUOTE) IMMEDIATELY BEFORE 
REDUNDANT (5) YOUR PARAGRAPH (4) SUB PARAGRAPH (A) OMIT THE WORDS i 
AFTER (QUOTE) STAFF (UNQUOTE) (6) ADD PARAGRAPH 4 SUB PARAGRAPH (C) i 
THE SETTING UP OF MACHINERY TO DEAL WITH CUSTODY OR TRANSFER AS 


GOING CONCERNS OF ANY BUSINESSES TO WHICH THIS TREATMENT IS APPROPRIATE 
(7) ADD PARAGRAPH (4) SUB PARAGRAPH (D) TAKE THE NEURSSARY STEPS TO 
DEAL WITH THE SUGGESTION IN PARAGRAPH (3) ABOVE (8) DELETE WHOLE OF 
YOUR LAST PARAGRAPH COMMENCING (QUOTE) IT IS PARTICULARLY (UNQUOTE) 
(STOP) WE PROPOSE LAMB BE ASKED TO PRESENT THIS NOTE ON FIRST MAY 

IN WHICH CASE LONDON REPRESENTATIVES OF FOLLOWING FIRMS ADVOCATE 
MANAGERS BE INSTRUCTED TO MAKE APPLICATIONS FOR CLOSURE EXIT ETC. 


COMMENCING SECOND mA De NOT DELAYED BEYOND MAY TWENTIETH LIST BEGINS 


~SABRERE MATHESON & CO. JER EXSENE PATONS & BALDWINS LTD. 
ARNHOLD TRADING OO. LTD. ALFRED HOLT & CO. LTD. B.D. SASSOON BANKING 


00. LID. MACKINNON MACKENZIE & CO. UNION INTERNATIONAL ‘PRABENG OO. 
LIST ENDS CHARTERED BANK AND MERCANTILE BANK OF INDIA AGREE POLICY 
BUT WOULD PREFER ACT IN UNISON WITH HONGKONG AND SHANGHAI BANK (STOP) : 
IMPERIZAL CHEMICAL INDUSTRIES LTD. CANNOT COMMIT THEMSELVES TO AGT 
BEFORE TWENTIETH MAY (STOP) SHELL HAVE SPECIAL PROBLEMS (STOP) OHINA 
‘HAVIGATION SHIPS WILL CONTINUE RUNNING FOR THE TIME BEING JOHN SWIRS 


& SONS AGREE POLICY BUT CANNOT JOIN SIDE UNLESS AND UNTIL APTER SHIPS 


4 HAVE STOPPED RUNNING AT A LATER DATE (STOP) OUR MEETING HOPES WE CAN j 
ACHIEVE UNANIMITY AND ARRANGE JOINT ACTION ON MENAKE ABOVE BASIS 
PLEASE TELE}RAPH RESPONSE AS SOON AS POSSIBLE. : 
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The Italian Vice Consul in charge in Peking 
is a career man, and I should feel fairly sure 
that whoever is in charge in Shanghai is one 
too. The C.G. in Tientsin went home about two 
years ago, but they may well still have an of- 
fice open there. 


(Action | The Italian Vice Consul im Peking had more 
completed) | trouble with the authorities than any of his 
colleagues, including the American. This may 
have been partly personal, as he is a worried 
and rather ineffectual little man, but lI 
think other reasons are more important, and 
particularly the connexion between Rome and 
the Catholic missionaries in China. It will 
be recalled that one of the two foreigners 
shot in Peking last year was an Italian, and 
that at the same time the local representative 


I uncio was given a very long 
= rai ntern g (prison 


prison sentence. Given this sort of back- 
ground (and recalling the difficulty we had 
in extracting some of our own Consuls, eSD. 
in Nanking and now Canton) it is not sur- 
prising that the Italians are having trouble. 
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QONFIDENTIAL 
avetlias 
Your telegram to Paris No. 1330 Saving of the 
18th April. 


Communication was made this morning to Director- 
General of Political Affairs. He expressed gratitude 
for this information and added that Italian Goverment 
had some time ago decided to withdraw all representation 
in China. They had succeeded in extracting their 
Diplomatic Secretary in Nanking some five months ago 
end were now struggling te-extract their Censuls, te 
whom the Chinese were refusing exit permits. Italian 


commercial interests in China had never been large and 
were now written off. 
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Mr. Bumstead 
Ne. 123 Di 32k Bem» 29th April 1952 
2th April 1952 R: 5.02 pem 29th April 1952 
GONFIDENTIAL 


Addressed te Peking telegram Ne. 92 Saving ef 21th April 
Repeated fer infermation te Feréign Office 
Neng Keng 


Ww Yeur telegram Ne. 311 te Fereign Office. 


I have infermed British firms’ representatives in 
cenfidence ef the presentatien ef this nete. They were 
interested te hear 


(a) decisien te present disabilities first 


(b) differences in items finally decided upen cempared 
with these eriginally suggested here. 


2. I have discussed, with a restricted greup, the situation 

as it appears at present and the questien ef the next step. They 

feel that the statement ef disabilities sheuld be allewed rather 

mere than twe te three weeks te seak in. They alse feel that 

the United Kingdem-China "Trade Agreement" initiated in Mescew 

may have seme bearing en their pesitien new and in the immediate 

future. In all circumstances they de net faveur actien en the 
S| ya- tines ef paragraph twe ef Fereign Office telegram Ne. 505. They 

& de net prepese any change in the fundamenta principle but 

think that seme medificatien and elaberatien is new required. 

They therefere suggest ne further action pending the reecipt 

ef a memorandum new in preparation embodying their views which 

I hepe te telegraph te yeu within ten days. 


In view ef efficial Chinese statements abeut the impertance 
ef continuing Sine-British Trade, it is particularly felt that in 
any subsequent nete the suggestien regarding a Commercial 
Missien (see paragraph 10 ef your telegram Ne. 198) sheuld be 
kc / seriously censidered... 
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oQa 


serieusly censidered. 


3. Representatives [gp. undec.] that the feregeing be made 
available te the Ghina Asseciatien. They alse suggest that 
when their memorandum has been received @ small number eof 
delegetes frem their Heng Keng effice might fly te Lenden te 
ensure mere cemplete liaisen and te discuss methed and terms 
ef next appreach te the Chinese Gevernnent. 


4. Fereign Office please pass te Heng Keng as my telegram 
Ne. 22. 


[Cepy sent te 0.0. fer repetitien te Heng Keng | 
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ist May, 1952. 


(FC 1205/136) 


As promised by Drinkall this 
eee morning, I am sending you herewith 
the texts of two telegrams from 
Shanghai. 


We are waiting to hear Leo 
Lamb's comicnts on the proposed 
text of the Second Note and he will 
no doubt also comment on the 


suggestions made in these two 
telegrums. 


(CH. Johnston) 


GeAe Mitchell, EBGe » 
China Association. 


I have informed British firms’ representatives in confidence 
of the presentation of this note [of April 1Ath]. They were 
interested to hear 

(a) decision to present dkabilities first 

(b) differences in items finally decided upon compared 
with those originally guegested. here. 
2e I have discussed, with a restricted group, the situation 
as it appears at present and the question of the next step. They 
feel that the statement of disabilities should be allowed rather 
more than two to three weeks to soak in. They also feel that 
the United Kingdom-China “Trade Agreement" initiated in Moscow 
may have some bearing on their position now and in the immediate 
future. In all circumstances they do not favour action on the 
lines of paragraph two of Foreign Office telegram No. 305. They 
do not propose any change in the fundamental principle but 
think that some modification and elaboration is now required. 


They therefore suggest no further action pending the receipt 


of a memorandum now in preparaton embodying their views which 


I hope to telegraph to you within ten days. 

In view of official Chinese statements about the importance 
of continuing Sino-British Trade, it is particularly felt that in 
any subsequent note the suggestion regarding a Commercial 
Mission (see paragraph 10 of your telegram Noe 198) should be 
seriously considered. 

3. Representatives (gp. undec.] that the foregoing be made 
available to the China Association. They also suggest that 
when their memorandum has been received a small number of 

delegates from their Hong Kong office might fly to London to 
ensure more complete liaison and to discuss method and terns 


of next approach to the Chinese Government. 


Pollowing is text of latest Chamber of Commerce memevandum. 

While the views expressed in our first memorandum have not 
changed in principle we recommend a change in the method of 
approach which, in our opinion, will increase our chance of 
success. | 
2. It is most desirable that in the next memorandum to be 
presented by Her Majesty's Government a request be made that the 
preliminary negotiations should be held in Peking in an attempt 
to secure agreement on certain basic principles for the purpose 
of: 

(a) facilitating final negotiations which will have to be 
carried out by individual firms all over China with officials 
appointed by Peking. 

(bo) reducing the risk of direct interference by the Unions 
which has always proved the main stumbling block in any local 
negotiations, 

(c) giving the big firma with offices spread all over 
China a chance to settle the main problems on an all-China basis. 
3. These basic principles should be 

(a) that principle of utilising assets to cover 
liabilities should be agreed, 

(b) that facilities be given for disposal of assets by 
sale or lease at least to the extent of meeting liabilities, 

(c) that a clear cut procedure is agreed for termination 
of employment of labour after due notice, 

(d) that a basis be established for early and equitable 
settlement of outstanding claims, 


(e) that facilities be granted for foreign personnel 


not required to conduct negotiations to leave China (this to 

be handled delicately). 

4. In case it becomes clear that a satisfactory agreement cannot 
be reached on these general basic principles, then those head 
offices who still wish to withdraw collectively, at all costs 
should be prepared to advance the proposition that negotiations 


/tor 


for their group should be incumbent on 4 basis which might 
finally involve a surrender of their pooled assets against their 
pooled liabilities. If there is a categorical refusal to negoti 
-te, there will be no alternative but for the head offices to 
instruct their managements to apply for closure individually 
and locally. 

5. Appointment of a chief negotiator is recommended. Support 
by representative commercial delegates would be desirable but if 
Peking raises difficulties the chief negotiator could be 
sufficiently well briefed. 

6. It is felt chance of making any progress in thesé 
withdrawal negotiations might be seriously jeopardised if, in 
the initial approach, it is not made quite clear that we would 
like to see a continuation of trade between China and the 
United Kingdom and would be willing to discuss replacing the 
old trading organisations with a gnall but comprehensive 
commercial mission preferably Government sponsored. Recent 
Moscow trade agreement developments merely serve to 

strengthen this contention. We recommend that serious 
consideration be given to this suggestion and that talks should 
immediately be held by head office representatives in Hong 

Kong and in the United Kingdom, with Her Majesty's Gavernment 
and the manufacturing groups concerned, as to what form 

this representation should take. 

7. It is suggested that there need now be only one 

memorandum, that it should be submitted as soon as Her 
Majesty's Government and head offices think fit after they have 
received the detailed notes referred to in paragraph 8, and 
that it might teke the following form: 

I. [groupe omitted] wish withdrawal along the lines 
already agreed technically but giving names of firms and public 
companies they manage. 

II. Considering this decision. 


III. Willing to retain active trade relations in some other 
/oatually 


mutually acceptable form. 


Ve. Request for preliminary negotiatjons to establish basic 
principles on an all-China basis. (These principles should not 
be specified in the written memroandum). 


8; We are forwarding by first available safe opportunity more 


detailed notes on how preliminary negotiations might develop, 
our suggested categories of interests envolved and how 


some of their particular problems may be handled. 
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CHINA ASSOCIATION DINNER: 28TH APRIL. 


I submit a draft for Lord Reading's speech at the 
Dinner. A copy has also been sent to the China Association 
for their comments. 


Ze When Lord Reading has. seen the draft, and when we 

have incorporated any suggestions from the China Association, 
Lord Reading may then wish to exchange drafts with 

Mr. Lyttelton. 


Be I also attach (Flag A) a letter from the Secretary 
of the China Association outlining the points which the 
President..and Chairman of the Association propose to make 
in their speeches. 


(AA Sobnste 


(C.H. Johnston) 
24rd April, 1952. 
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DRAFT SPEECH BY LORD READING TO 
CHINA ASSOCIATION ON 28TH APRIL 


I have never had the good fortune to visit China and I 
therefore count myself the more privileged to have been invited 
tonight to this, the first dinner of the Chinese Association 
since 1938. 

You, the present-day members of the China Association, 
represent a great tradition of British enterprise and initiative 
in the Far East of which this country is justly proud. 

It is well over one hundred years since your forerunners 
first established the Canton factories and so inaugurated the 
beginnings of trade between China and Great Britain which has 
continued ever since to the mutual benefit of both countries. 
Naturally, conditions have changed. The system of the 
Canton factories gradually evolved into the magnificent port 
of Shanghai - in its hey-day the fourth largest port in the 
World. The days of the romantic tea clippers are no more than 
a nostalgic memory. Similarly, China herself has evolved from 
the feudal background of the imperial dynasty to become one of 
the greatest powers of the modern world. 


"Tempora mutantur, nos et mutamur in illis"- times change 


and so do we. This has always been the watchword of the 


British merchant community in China. Adaptability - 


adaptability to ever-changing political, social and economic 


conditions. 
Unquestionably there have in the past been hard times 
' gimilar to those which you are now experiencing, but unfailing 
confidence in the desirability, and necessity, of Anglo/Chinese 
trade has prompted British traders to believe that a mutually 
acceptable and a beneficial basis for trade could be established. 
Hitherto, generally speaking, their optimism has been justified. 
Anglo-Chinese trade now faces another of its periodic 


/crises, 


crises, perhaps its supreme and greatest crisis up to date. 
When the Chinese People's Government came into power in 1949 
China had for the first time in many years a stable government. 
The opportunities for trade seemed boundless. 

What in fact has happened? British firms in China have 
been subjected to ever-increasing pressure and discrimination 
which inevitably leads one to wonder whether they are not in 
fact being deliberately ousted from China, 

Let me give a few examples. 

The Chinese authorities have deliberately redirected the 
flow of their trade towards the Soviet bloc. 

As a result, the once great port of Shanghai is now in 
decline, but British firms have not been allowed to pay off 
the surplus labour, which they now have due to this decline. 
They have been faced with exorbitant demands from their labour 
unions which the Chinese authorities have made no attempts to 
curb. For the past two years they have had to remit large sums 
of money into China to pay staff who are doing nothing. 


Obviously no firm can continue to operate under such conditions 


indefinitely. 


Again, there have been numerous taxation and legal judg- 


ments which appear to be discriminatory against foreign firms. 
Then there have been cases where Chinese Government 
trading organisations have cancelled former contracts even 
though the raw materials have been paid for and processed. 
Finally, there is the personal and human factor - I refer 
to the strain under which the representatives of British firms 
in China are now operating. They are a resolute band who are | 
carrying out a thankless task with great loyalty and courage. 
To them we would all wish to pay tribute. At the same time, 


however, it would be unfair to expect them to continue 


/indefinitely 


indefinitely working under present conditions with no hope of 
improvement. 

I think that you need no reminding of what these 
conditions are. But let me just mention them briefly: 

Each individual manager is held personally responsible for 
the policy and acts of his company, in some cases before he 
became manager. This concept of the functions of a manager is 
entirely alien to all Western practice, and has already 
resulted in certain British managers being temporarily imprisoned 
because of their company's failure to pay wages due to factors 
completely beyond their control. 

It is extremely difficult to secure exit and entry permits 
for foreign staff, even when in some cases this has become 
urgently necessary on medical grounds. Similarly, as the 
movement in and out of China is restricted, so also is movement 


within China between branch offices. 


Above all else there is the constant fear of arrest and 


detention incommunicado and without charges being preferred. 


I repeat, and I am sure you will agree with me, that no 
firms can continue to operate indefinitely under such adverse 
conditions. 

In view of the difficulties which are now being experienced 
in China, I have serious doubts whether it will be possible to 
maintain British interests in China in the same way as formerly. 

For example, recent developments have made the outlook for 
British industrial interests in China very uncertain. This is 
a pity, because there are immense possibilities for industrial 
development in China. Nevertheless, one must face the facts. 

On the other hand, I sincerely hope and believe that 
recent developments do not mean the end of British exports to 


China or imports from China or of British participating in the 


/carriage 


carriage of Chinese trade by sea. Both countries need this trade. 
The statements made by the Chinese delegation to the Moscow 
Economic Conference suggest that the Chinese also are anxious to 


promote Anglo/Chinese trade. Her Majesty's Government would 


welcome any extension of trade in permitted categories and have 


already informed the Chinese Government that they would be glad 
to hear of any concrete Chinese proposals. Nevertheless, I am 
sure you will agree with me that to sign a so-called "trade 
agreement" on the lines of that signed in Moscow does seem to 
be a very unusual and not a very effective way of arranging 
business when British firms are established in Hong Kong and 
China which have had long experience of handling goods proposed 
for exchange at the Moscow conference. 

Finally I should like to express Her Majesty's Government's 
sympathy with the difficulties which your firms in China are 
now facing and in particular their sympathy for the British 
community in China in these uncertain times. I should also 
like to take this opportunity to confirm the continuing interest 
of Her Majesty's Government in maintaining our overseas trading 
connexions and in helping our enterprising merchants and traders 
abroad who play such an important part in securing markets for 
British goods and in maintaining British standards of living. 


Toast. 
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Lt am wost grateful to Mr. Lyttleton for what he has 
Said about my father and myself, though I regret that he should 
have raised in your minds false expectations so soon to be 
dispelied. For at least I know my place and, even if I could, 
would never attempt a speech calculated to outshine one delivered 
by a Minister of Cabinet rank. He certainly showed at once 
his ‘determination not to let the grass growiunder his feet, 
though such an experiment in intensive agriculture might be of 4 
great value to some of the Colonies. And his immediate resolve || 
to see things at first hand in Malaya and Hong Kong‘must have i 
acted as a welcome tonic throughout the Kast. 


one particular country which it was our ambition to visit. I 
know that my chief desire, wlas! unfulfilled, was to see some- 
thing of the China of those days. But looking at the China 

of today that era now seems so remote that I am almost persuaded 
that, had I gone, I should still have found a member of the 

Ming Dynasty occupying the Imperial throne. Circumstances, 
however, blocked my path and in the end perhaps the nearest 

that I shall ever get to China is my attendance at this diuer, 
an occasion specially privileged for teing the first of its 

kind for fourteen not altogether placid or featureless years. 


I suppose that in which It wae. of us had in our minds 


It is now well over a century since your predecessors 
with great foresight and enterprise first established the 
Canton factories, the fountain-head from which has flowed ever 
since, even if in vuerying volume, the China trade with all its 
great benefite alike to China and to the United Kingdom. The 
magnitude of that trade in its heyday is perhaps best 
symbolized in the port of Shanghai, which gradually came to 
its full and splendid maturity to meet the growing needs of 
the commercial and shipping firms engaged in it. 


Today the China Association inherits and preserves a great 
tradition of mercantile adventure and of faithful service both 


to this country and to Ghina, in which its members may justly 
take pride. 


But a trade and those dependent upon it cannot live on a 
past, however memorable. It is true to say that in the course 
of that past hard times have not been unknown and the many 
changes, political, social and economic, in the structure of 
China have called for constant adaptability on the part of 
those reeponsible for carrying on the trade. Yet beneath the 
shifting sande of change there has until now always remained 
the solid rock of confidence in the future, the conviction on 
the part of British traders that mutually acceptable and 
beneficial arrangements could at least be maintained, if not 
further expanded, 


Hitherto that optimistic faith has on the whole been 
justified by results. But today the China trade finds itself 
confronted by a graver and core menacing situation than any 
that it has faced and survived in ite eventful history. 


When the Chinese People's Government came to power in 
1949, China at least acquired a stable government, the lack 


/oft which 


oa 


of which had been responsible for many of the probleme and 
perils of bygone years, and new and hopeful prospects of 
trade might well have opened out on a very substantial scale. 


But those hopes were sadly and promptly disappointed, 
for ideology was soon in full control, insensitive to 
humanity and impervious to reason. Today, in spite of their — 
long and honourable record, British firms are being steadily 
and ruthlessly subjected to growing pressure and discrimination 
to a degree which almost seems to indicate that as a matter of 
policy they are to be deliberately ousted from China. 


The Chinese authorities have concentrated upon re-orient- 
ing their trade towards Russia and as a result the once i 
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flourishing port of Shanghaiis today a mere ghost of its 7 
former prosperity. Much of the labour once employed there by j 
British firme has thus become superfluous, but it may not be 
discharged and it must continue to be paid. The firms 

concerned have accordingly found themselves compelled to 

remit large sums of money into China in order to pay labour 4 
which does nothing in return for wages save proclaim increasing= | 
ly exorbitant demands which the authorities make no: attempt q 
to curb. Moreover, even the Courts of Law have shown a § 
tendency to discriminate against foreigners, whilst 

particularly objectionable is the Chinese practice of holding 
each individual manager personally responsible for the policy 

and acts of his Company, in some cases even before he became 
manager. | 


But transcending all these restrictions, frustrations 
and impositions, there remains the human aspect. 


For there is still in China a dogged remnant of : 
representatives of British firms, leading a life of acute strair. 
without respite or relief, to whose loyalty, courage and 4 
endurance we must offer our unreserved tribute of admiration § 
and respect. Their movements are hampered: their authority 
is flouted; their liberty is threatened - and the entrance 
to a Communist gaol always opens more easily than the exit. 

Their ordeal cannot be allowed to last indefinitely. Yet 
insupportable as present conditions may be, it is greatly 
to be hoped that they do not mark the end of all British 
trade with China, for it can still be of great value to 
both countries. 
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It is not for me to suggest the reason why Anglo-Chinese 
trade should bloom in the climate of Moscow but wilt in the. 
climate of Hong Kong or Shanghai. But following upon that 
somewhat exotic flowering in Soviet soil Her Majesty's 
Government have already informed the Chinese People's 
Government that they will welcome any expansion of trade in 
goods not on the restricted list and will be glad to receive 
concrete proposals with that object. We trust that this 
guite genuine approsch will receive a favourable and 
positive response. 


Sympathy is, I know, an inexpensive and unsatisfying 
commodity, but I hope that you do realize the very real 
sympathy of Her Majesty's Government with those firms which 
are still battling in China against such Porbidding odds 
and especially with their representatives who find themselves 

*isolated in the forefront of that unequal battle. For the 
moment we can only hope that in time common sense and common 
interest will prevail and that when that day comea the work 
that has been done and the hardship that has been endured 
will prove not to have been in vain. 


I give you the Toast of "The China Association", coupled 
with the name of your Chairman, Mr. Swire. 
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Closure of British firms in China 


Foreign Office 
Minute Mr J.O. Lloyd 


Meeting of China Association was held on 29th 
April at which it was agreed that Foreign Office should 
be XHEX¥HELMAX requested to instruct Mr Lamb to 
deliver the second note to the Chinese Government 
29th April 1952 expressing the desire of most British firms in China 
to cease operations and to withdraw their staff. 

Submits two draft tels to Peking. 


30th April 1952 


‘Last Paper 


(Minutes) 
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CLOSURE OF BRITISH FIRMS IN CHINA. 


I attended a meeting tf the China Association this 
morning at which it was agreed that the Foreign Office 
should now be requested to instruct Mr. Lamb in Peking 
to deliver the second note to the Chinese Government 
referring to his note of April 12th (see text in Foreign 
Office telegram No. 306 of April 10th), ada expressing the 
desire of most of the British firms operating in China 
to cease operations and to withdraw their staff and 
suggesting that a number of important British firms might, 
with the approval of the Chinese Government, set up a new 
form of trading organisation in China better suited 
to current conditions. 


Zs The Hong Kong representatives of the British firms 
have been consulted and have agreed to the text of the 


proposed note, which is contained in a draft telegram to 
Peking below. 


Pe The China Association would like Mr. Lamb to deliver 

the note as soon as possible after May lst. I said that we 
would like to consult Mr. Lamb about the wording of the 
proposed note and that, subject to his agreement, it seemed 
likely that he would be in a position to deliver it on or 
about May 3rd. He had already approved the substance 

of the note after he had received from the Governor of Hong 
Kong a summary of the recommendations to the China Association 


of the Hong Kong representatives (see Peking telegram No. 347 
of April 25th.) . 


u. I attach two draft telegrams to Peking. 
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Telegram. 


No... 383 : 
(Date) AY Ulo2 


Repeat to :— 


panna 16 Wide C 


- 1H KONG 


and Saving to 
SINGAPORE [Sip Seas 
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TOKYO 
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Despatched | A? 


‘SECRET. 


Addressed to PEKING telegram Now . % 3 


of the Do 4 


for information to SHANGHAI, HONG KONG and 


repeated 


Saving to SINGAPORE, TOKYO, WASHINGTON «. 


“T 2h & 
405 [of April 2e+n4: 
Closure of British firms. ] 


My telegram No. 


_ London and Hong Kong representatives of 


' British firms have now unanimously agreed the | 


text of the nate contained in my immediately 
following telegram, which they would like to see 
delivered to Chinese Government as soon as 
possible. 


2. China Association have been informed 


that you are in agreement with substance of 

the proposed ,approach. to the Chinese Government 
(your telegram Noe 347 Lof April 25th]) 

but that we would Like to have your approval 

to the actual text of the proposed note. Please 
telegraph your com enta, Auk dg nof 1 tpcal ve 
3e "ae ome’ that a jc Bey PM for 
delivery of-nete would be on May 5rd, ou 


\ 
may consider a later date more suitable, in 


2 . 


view of the Chinese Government's preoccupations 


with May 1st celebrations, We should not, 
however, want to delay delivery too long. 


Le 


Please continue to ensure that firus. 


representatives in Shanghai and Tientsin are 


Nrolb 3 vo CAEL. 
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kept informed, age, 
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(This telegram is of particular secrecy and sheuld be 
retained by the authorised recipient and not passed on) 


Cypher/OTP and by bag DEPARTMENTAL DISTRIBUTION 


No, 383 
29th April, 1952 D. 58,10 pom. 29th April, 1952 


PRIORITY 
SECRET 


Addressed te Peking telegram Ne, 383 of the 29th April 
Repeated fer information te 
Shanghai Hong Keng 


- and Saving to 


Singapore No. 154 Tokyo No, 84 Washington Ne, 1880 


My telegram No, 367 [of 26th April: Clesure of 
British firms]. : 


London and Hong Kong representatives of British firms have 
now unanimously agreed the text of the note contained in my . 
immediately following telegram, which they would like te see 
delivered to Chinese Government as soon as possible, 


2. China Association have been informed that you are in 
agreement with substance of the proposed appreach to the Chinese 
Gevernment (your telegram Ne, 347. [ef 25th April]) but that we 
would like to have your appreval to the actual text ef the 
propesed note, Please telegraph your comments, and de not 
(repeat not) deliver note pending my reply. 


3. We suggest that a suitable date for delivery would-be on 

May 3rd, You may consider a later date more suitable, in view 
of the Chinese Government's preoccupations with May ist celebra- 
tions; we should net, however, want te delay delivery too leng. 


4, Please centinue to ensure that firms’ representatives in 
Shanghai and Tientsin are kept informed, 
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SECRET. 


Addressed to PEKING —— No. 3 Sef 
of the AQ/ ADL ef repeated ° 


for information to SHANGHAI, HONG KONG and 


Repeat to :— Saving to SINGAPORE, TOKYO, WASHINGTON. 


| SHANGHAL he My immediately preceding telegram. . 
hone KONG Following is text of proposed note. 

and Saving to Begins. 

SINGAPORE [QS Saw As stated in my note of April 12th, 1952, 
TOKYO BS S00 ' British firms in China have for a long time 


nageancnon 6S and for reasons beyond their control been 


\ facing increasing difficulties. The increasing 
extent to which the Chinese Government is 
establishing organisations for the operation 

on a State basis of many of the functions 


formerly handled by private merchants and 
Cypher. 
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industrialists is correspondingly reducing 


form of many British owned and controlled 
Beoneten-Cfttice 
SRA eOrest corporations. 


OcfhekrirGA 


| 7 er suited to the changed conditions which 
Ss y Dee longer suit 's) g 


It is clear that they are no 


now exist in: China, 


26 Nearly all, if not all, of the British . 
Copies to :— Se 
companies in China have.come to the conclusion, 


that this change, in conditions: necessitates 
a -corresponding change in the .nature, of their 


er 


organisationg and in the sope of thein activities 


Wt.13218/2481 100.000 6/49 A.& E.W.Ltd. Gp.685 


Many. feel, they cam, no longer. operate, satisfactori} 
/in China 


(88801) 


in China and can. serve, no, useful, purpose, in. 

the futures, Consequently they fee] that, 

the proper course for them to follow.is to, make 
application in the proper quarters for transfer 
as going concerns, custody, or closure,of their. usinesses. 
The needs of individual companies will, vary with) 
their particular circumstances, and applicationg 
appropriate thereto.will be made by them in due, 

courses 

. A number of important British companies, 
whilst recognising, that their present organisat ic 
are or may, become redundant and should therefore 
closed_down, believe that they can still perform, 
a useful.service in the interests, of Sino British 


trade. They would therefore like, with the 


approval.end understanding of the Chinese Govern ent, 
to set.up a new form of organisation. which is be er 
suited to current conditions, This would take t 

form of an. association of representatives of 
manufacturers, and,overseas, buyergp, who would main ain. 


direct contact with the appropriate Government 
| r q 


departments. This body could, in fact, <a 


acceptable to the Chinese Government, act as ° coh 


official permanent Trade Mission. 
Ye. HioMeGe trustd that the Chinese Government wi}l 
issue appropriate instructions to the departments 
concerned to facilitate_the measures for which 
individual. British, companies will meke, applicetiog 
in. pursuance, of the above decisions. The particu} 
pointg on which action is asked for are:- 
(a) Approval of the termination of the serv: 
of redugant staff. 


(bd) The issue of exit permits for non-Chine 
employeeg, who are transferred elsewhere, 
(c) The setting up of machinery. to deal, wit 


custody or. transfer as going concerns, of any 


/businesses 


MARGIN. 


IN THIS 


BE WRITTEN 


NOTHING TO 


predates tabel to waren this treatment is appropriate 
(a) Taking of the necessary steps to 

deal with the suggestion in paragraph 3 above. 

5- In view of the prolonged period during | 

which many companies, have been operating. 

under economically adverse circumstances, 

it is hoped that early and favourable 

consideration will be given to the 


representations made herein. 


MARGIN. 
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- ROM FOREIGN GFFIGE TO PEKING 
[This telegram is ef particular secrecy and sheuld be 
retained by the autherised recipient and net passed en] 


Cypher/OTi ‘and DEPARTMENTAL 
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Nee 35) 
29th April 1952 D: 9.40 poem. 29th April 1952 


PRIORITY 
SECRET , | 
Addressed te Peking telegram Ne. 38: ef 29th April 

Repeated for infeormatien te Shanghai 

Heng Keng 

and saving te Singapere No. 155 
Tekye Ne. 85 
Washingten Ne. 1881 


My immediately preceding telegram. 
Fellewing is text ef prepesed nete, 


Jegins,. 


As stated in my nete of April 12th, 1952, british firas 

in China have fer a leng time and fer reasens beyend their 
centrel been facing increasing difficulties. The increasing 
extent te which the Chinese Gevernment is establishing ergani- 
satiens fer the eperatien en a State basis of many of the 
functiens fermerly handled by private merchants and industrialists 
is eerrespendingly reducing the need fer the maintenance in their 
existing ferm ef many british owned and centrelled cerperatieons. 
It is clear that they are ne lenger suited t« the changed 
cenditiens which new exist in China, 


2. Nearly all, if net all, ef the British companies in China, 
have ceme te the cenclusien that this change in cenditiens 
necessitates a cerrespending change in the nature ef their | 
erganisatiens and in the scepe ef their activities. Many feel 
they ean ne lenger eperate satisfacterily in China and can serve 
ne useful purpese in the future. Gensequently they feel that 
the preper ceurse fer then te fellen is te make application 

/ in the aaah e 
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in the preper quarters fer transfer as geing cencerns, custedy, 
er clesure ef their businesses. The needs ef individual cen- 
panies will vary with their particular circumstances, and 


applicatiens apprepriate therete will be made by them in due 
Ceursé. 


3- A number ef impertant British cempanies, whilst, 
recegnising that their present erganisatiens are er may become 
redundant and sheuld therefere be clesed dewn, believe that 
they can still perferm a useful service in the interests ef 
Sine-british trade. They weuld therefere like, with the 
appreval and understanding ef the Chinese Gevernment, te set 
up a new ferm ef erganisatien which is better suited te current 
cenditiens, This weuld take the ferm ef an asseciatien ef 
representatives ef manufacturers and everseas buyers, whe 
weuld maintain direct sentact with the apprepriate Gevernment 
@epartments. This bedy could, infact, if acceptable te the 


Chinese Gevernment, act as a semi-efficial permanent Trade 
Missien. 


4. Her Majesty's Gevernment trust that the Chinese Gevernnent 
will issue apprepriate instructiens te the departments cencerned 
te facilitate the measures Ser which individual British companies 
will make applicatien in pursuance of the abeve decisiens. The 
particular peints en which actien is asked fer are:- 


(a) Appreval ef the termination ef the services ef redundant 
staff e 


(») The issue of exit permits fer nen-Chinese employees 
whe are transferred elsewhere. 


(e) The setting up ef machinery te deal vith custedy er 
transfer as geing cencerns ef any businesses te which 
this treatment is apprepriate. 

(d) Taking ef the necessary steps te deal with the 

guggestien in paragraph 3 abeve. 


5. In view ef the prelenged peried during which many companies 

have been eperating under econemically adverse circumstances, it 
is heped that carly and faveurable censideratien will be om 

te the representations made herein. Ends. 
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Kent w Dept. TMP. 


FOREIGN OFFICE, S.W.l. 


2nd Mays 1952. 
CONFI DENTIALs 
Fe (tes |e 


As requested by Priee I enclose the texts 
of the two telegrams sent to Leo Lamgb which 
give the text of the proposed second note to 
be prescated and asking for his coments. 


Ye have now received word from Laud that 
owing to his preoccupation with the May Day 
celebrations im Peking he cannot reply before 

3r4 May and that date of delivery of note will 
have to be decided later. He hae however i 
eonfirmed that he will also be keeping Shanghai's 
suggestions in mind. 


(C.H. Johnston) 


G.A. Mitehell, Esqe, 
Chine Association, 
Broad Street House, 
‘Shy O14 Broed. Street, 
E.Co2- 
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FROM Foreign Office 
Minute Mr R.H.scott 


No. 


Dated 47th April 1952 
Received in 


Registr | 
ee” z0th April 1952 


China Association “inner to be held on 28th April. 


Gives list of speakers and asks Lord Reading 
if he will propose the fPoast of the Association 


bringing out difficulties encountered by Sritish 
firms in China. 


References 


(How disposed of) 


pr, 


cus /iat | E 


CHINA ASSOCIATION DINNER 
MAYFAIR HOTEL 


MONDAY, APRIL 28th, 7.40 p.m. 


4 


I was asked to lunch yesterday with some of the China 
Association to discuss arrangements for their Dinner on the 
e8th. This is. the first Dinner they have given for many 
years. They usually give an annual Sherry Party for members 
and friends. About 200 guests are expected to the Dinner. 


The speakers will be Sir Horace Seymour (President of the 
Association and formerly Ambassador in China), who will propose 
the Toast #o the Quests. Mr. Oliver Lyttelton will reply, 
and then the Association expect you to propose the Toast of 
the Association. (I understand that you have already been 
invited and have agreed to do this). Mr. J.K. Swire, the 
Chairman of the Association (Head of John Swire & Sons, 
shipowners, dockyard operators, etc.) will reply to you on 
behalf of the Association. | res 


The Association look on this as an important occasion 
and are hoping that the speeches (or at least the speeches 
by yourself and Mr. Lyttelton) will be given publicity both 
here and in the Kast, 


They hope that you will describe the difficulties wf 
which British interests in China have encountered in the 
last year or two (i.e. spelling out in more detail the point 
already made by Mr. Lamb in his Mote of April 12th to the 
Chinese Government - copy attached —- but without actually 
referring to the Mote), and that you will then go on to make 
the point that in face of these difficulties you have serious 
doubts whether it would be possible to maintain British 
interests in China in the same way as formerly, though at the 
Same time you hope that this will not mean the end of British 
exports to China or imports from China or of British partici- 
pation in the carriage of Chinese trade by sea, The recent 
trends have, however, made the outlook for industrial 
interests (as distinct from import/export agencies) very 
uncertain. Then you might refer in passing to the Moscow 
Economic Conference (which will certainly be referred to by 
earlier speakers also), and stress that this is a very 
unusual and not very efficient way of arranging business. 


Then you might express sympathy for the difficulty of 
the firms and in particular sympathy for the British subjects 
in China over the difficulties in regard to exit and entry 
permits, and affirm the continuing interest of Her Majesty's 
Government in maintaining our overseas trading connections 
and in helping our enterprising merchants and traders abroad, 
who play such an important part in securing markets for 
British goods and in maintaining the British standards of 


living. 


These are roughly the lines on which the Association 
hope that you will speak. They look to Mr. Lyttelton to 


speak mainly about Hong Kong. 


? 


>» 
e 


6/62 If you are in general agreement with these suggestions, 
we can try our hand at a draft which, if you have no objection, 
we could show in advance to the Association. You will also 
no doubt wish to exchange drafts with Mr. Lyttelton. 
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Re He BCOGU. 
L7th April, 1952. 


Lord Reading. 


Copy to: 


China and Korea Dept. 
News Dept. 
I.P. Dept. 
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Mr Mitchell, China Association 
to Mr R.H. Scott 


Outline of points to be made by the President and 
Chairman of the. China “ssociation at the “inner on 
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oa Re Seep tee th “April, 1952 


My dear scott, 


Herewith a copy of a note briefly 
outlining the points which our President and 
Chairman will make in the course of their 
speeches at our Dinner on uonday, «pril c8th. 

I should be most grateful if you would take 

whatever steps are necessary to let Lord Neading 

see them. | 
Yours sincerely, 


ReHeSoott, DS Qe P GeMe Gr, ; 
The Foreign Office, 
Patelks 


A 


CHINA ASSOCIATION DINNER - April <8th. 


~~ 


le ‘the Toasts and Speakers will be:- 


(1) the Queen ese eee eee The President of the Aggociation 
(Siy Horace Seymour, GCmG., CVO.) 


(11) Our Guests ee eee ese ‘the President 


(114) Reply cece 836 eee )=—S lie e”~S(Cs ThE Rte Hone Oliver Lyttelton, 
DS0 ee MCe, MP.e, 


(iv) The China Association .. The Most Hone The Marquess of 
: Heading, CBE., MCe, TDe » QCe 


(v) Reply eee eee eee The Chai man of the Association 
| | (Mre dohn Swire). 


2. The President of the Association in his speeeh will make the 
following points:- 


(a) that this is the first China 4ssociation Vinner since 1938;- 


(>) that a great change has come over the outlook of British 
commercial, finaneial and other interests meantime, and 
oa there is now nothing to attraet them to remain in 

a5 


{o) He will pay a tribute to the small group of British men 
(some with their wives) who are still in Vhina. 


(a4) he will refcr to the recent pronouncements from Lord 
Boyd Orr and Mre Silverman in Mogeow and will eall 
attention to their propaganda aspectse He will point 
out that it is even now not necessary for the Chinese 
to go to Moscow in order to trade with the United Kingdom; 


(e) he will refer to the great recovery in Hong Kong and the 
example whibh it gives to Asia of the benefits of sound 
government; 


(f) he will recall with pleasure and gratifieation the 
pronouncement made by Mr. Oliver Lyttelton when in Hong 
Kong that the present government in the United ; 
"is resolved to maintain its position in Hong Kong and 
will discharge its responsibilities towards the Colony 
as regards both defence and welfare of the popula tion"; 


(g) he will prepose the health of our guests. 


3. Mre John Swire, the Ghairmman of the Aaagetn tien, who ig the 
genior partner in Messrs. John Swire & 
Butterfield & Swire in the East) will 


(a) thank Lerd Seading; 


Ltde (Mesars. 


(2) 


refer to the great importance which British cammercial 
interests attached to the assurances given by 

Mr. Lyttelton when in Hong Kong and will stress 

the need for HeMe Government always to do everything 
possible to sreate and maintain confidence. 
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Speech by Lord Reading at China assoc&ation dinner 
on British Trade with China. 


Mr Olive:.: Lyttleton, Secretary of State for the 
Colonies spoke at the dinner on the situation ig 
Hong Konge 
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LORD READING ON A 


“GRAVE SITUATION ” 


Speaking at the China Association |; 
dinner in London last night, LorD READ-|; 
| ING, Joint Parliamentary Under-Secretary | 
rof State for Foreign Affairs, said that to- 
day the China trade found itself con- 
fronted by a grave and more menacing 
situation than any that it had faced and 
survived in its eventful history. | 

When the Chinese People’s Government 
came to power in 1949 China at least acquired 
_a stable government, and new and hopeful 
prospects of trade might well have opened out 
on a substantial scale. But those hopes were 
sadly and promptly disappointed, for ideology 

was soon in full control, insensitive to 
humanity and impervious to reason. 

To-day, in spite of their long and honour- 
able record, British firms were being steadily 
and ruthlessly subjected to growing pressure 
and discrimination to a degree which almost 
seemed to indicate that as a matter of policy 
they were to be deliberately ousted from 
China. 

Lord Reading added: “It is not for me-to 
Suggest the reason why Anglo-Chinese trade 
Should bloom in the climate of Moscow but 
wilt in the climate of Hongkong or Shanghai. 
But following upon that somewhat_ exotic 
flowering in Soviet soil her Majesty’s Govern- 
ment have already informed the Chinese 
People’s Government that they will welcome 
any expansion of trade in goods not on the 
restricted list and will be glad to receive con- 
crete proposals with that object. We trust that 
this quite genuine approach will receive a 
favourable and positive response.” 

Mr. LytTre_ton, Secretary of State for the 
Colonies, said: ‘‘ Every one here, I think, will 
be glad to learn that Mr. Eden has been having 
some conversations with Mr. Acheson, and as 
4 result, with suitable safeguards, the United | 
States embargo on cotton for local manufac- | 
ture in Hongkong has been partially relaxed, 
and large supplies of blackplate have been 
released. From that I look forward to some: 
appreciable improvement in Hongkong un- 
smployment and the trade figures.” _ | 

Mr. Lyttelton continued: “ It is quite clear, 
that the entrepét trade of the port of Hong-| 
<ong is cut by the needs of controlling exports 
-0 Communist China, that it is only rational 
that the local industries, to replace much of 
his entrepét trade, should be encouraged 
wherever we can do so sensibly and without | 
indermining the principles which the United | 
Nations must follow in these matters.”’ . | 
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-}in Peking are based on the assumption that the fimms 
jparagraphs 4 and 5 do not seem to me to be worth 


* I"chief negotiator", 


MINUTES 


The text of this telegram has been sent to the China 
Association with Shanghai to Peking telegram No. 92 
vaving. ( Fc 105/136) ~ atte che of, 


The Shanghai Chamber of Commerce make the following 
points:- 


(a) They wish to delay presentation of the Second 
Note in order to give the Chinese time to reply to 
our Note of 18th April about the Moscow Economic 
Conference. For various reasons the presentation of 
this Second Note has been delayed and the Chamber's 
point will therefore be met, although I do not personally 
consider their argument sound, 


(b) -They wish to emphasise the possibility of 
some form of Trade association. This has already been 
pereed. 


(c) They wish preliminary negotiations to take 
place in Peking. This is the only controversial point. 


a“ The Chamber's arguments in favour of negotiations 


have agreed on a collective approach, but this is not 
in fact the case. For this reason the suggestions in 


exploring further. In particular I cannot imagine 
the firms ever agreeing to the appointment of one 


Is there anything to be said for the idea of 
trying to get preliminary negotiations in Peking? In 


Shanghai telegram to Peking No. 96 Saving (-/143), -Fls E 


(Action (Index) 


completed) 


Pg 1 La \ 


r. Bumstead says that “it is felt to be most desirable 
that every effort be made to start at central government 
level and make as much progress as possible there". 

he Chamber gives its reasons in paragraphs 2 (a), (b) 

nd (c). In the existing circumstances, I do not agree 

ith them because I consider that all the evidence we 
ave points to the treatment of British firms 


aving been very carefully directed bythe central 
hinese authorities. In other words whether negotiations 
fare conducted in Peking or Shanghai, collectively or 


/individually, 
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side at central government level and there is no risk 
e.g. Of the unions interfering... If thé firms were 
in fact united enough to make a collective approach, 
and if the Chinese had given us any indication that — 
they would be prepared to negotiate in Peking, then thig 
would be the best procedure. I am sure, however, 

that the Chinese will simply insist on the firms going 
through the established procedure for closure"according | 
to law". They will consider negotiations in Peking as 
being a form of discrimination in favour of ourselves, 


We are awaiting Mr. Lamb's comments and these will 
take into account Shanghai's views. When.we pass Mr. 
Lamb's comments to the China Association we should'stre 


telegram on -/143. 
f) teller prow sq. hon; CmMmentls hal the Jooft Nate ~ 


individually, the decisions will be taken on the Chinesé 
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the point made in the last sentence of the Shanghai we: y 
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FROM SHANGHAI TO FOpEIGN OFFICE 


Cypher/OTP STOR 


Mr, Bumstead 
No, 125 D.10.10a.m. 30th April, 1952 
Séth April, 1952 Re 12,18 p.m. 30th April, 1952 


CONFIDENTIAL 


Addressed te Peking telegram Ne, 95 Saving ef 26th An 
Repeated fer infermation Fereign Office 
Heng Keng. 


My Saving telegram Ne, zal 1) lt Fe renwtl 3L 
be 


Fellewing is text of latest C r of Commerce memorandum. 
{Begins _/. 
While the views expressed in eur first memorandum have net changed 


in principle we recommend a change in the methed ef appreach which, in 
our epinien, will increase eur chance ef success. 


2. It is most desirable that in the next memorandum te be presented 
by Her Majesty's Gevernment a request be made that the preliminary... - 
negetiatiens sheuld be held in Peking in an attempt te secure agreement on 
certain basic principles fer the purpese of: 


(a) facilitating final negetiatiens which will have te be carried out by 
individual firms all ever China with efficials appeinted by Peking, 


(b) reducing the risk ef direct interference by the Uniens which has 
always preved the main stumbling bleck in any lecal negetiatiens, 


(c) giving the big. firms with offices spread all ever China a chance te 
settle the main problems en an all-China basis. 


8. These basic principles sheuld be 
(a) that principle ef utilising assets te cever lMabilities should be agreed, 


(b) that facilities be given fer dispesal ef assets by sale or lease at 
least te the extent ef meeting liabilities, . 


(c) that a clear cut precedure is agreed fer termimtion of employment 
ef labeur after due netice, 


(d) that a basis be established fer early and equitable settlement of 
eutstanding claims, 


(e) that facilities be granted fer fereign personnel net required te 
conduct negotiations te leave China (this to be handled delicately), 


4, In case it becomes clear that a satisfactery agreement cannet be 
reached en these general basic — then these head effices whe still 


f ev My /wish te..... 
ee ae 
\ > ’ a 


CONFIDENTIAL 


Shanghai telegram No. 125 to Foreign Office 
ses 


wish to withdraw collectively; at: all costs should be a to advance the 
proposition that negotiations for their group should be incumbent on a basis 
which might finally involve a surrender of their pooled assets against their 
pooled liabilities. If there is a categorical refusal to negotiate there will 
be no alternative but for the head offices to instruct their managements to 
apply for closure individually and locally. 


5. Appointment of a chief negotiator is recommended. Support by 
representative commercial delegates would be desirable but if Peking raises 
difficulties the chief negotiator could be sufficiently well briefed, 


6. kt is felt chance of making any progress in these withdrawal negotia- 
tions might be seriously jeopardised if, in the initial approach, it is not 
made quite clear that we would like to see a continuation of trade between 
China and the United Kingdom and would be willing to discuss replacing the 
old trading organisations with a small but comprehensive commercial 
mission preferably Government sponsored. Recent Moscow trade agreement 
developments merely serve to strengthen this contention, We recommend 
that serious consideration be given to this suggestion and that talks should 
immediately be held by head office representatives in Hong Kong and in the 
United Kingdom, with Her Majesty's Government and the manufacturing 
groups concerned, as to what form this representation should take. 


7. Tt is suggested there need now be only one memorandum, that it 
should be submitted as soon as Her Majestyts Government and head offices 
think fit after they have received the detailed notes referred to in paragraph 
8, and that it might take the following form: 


I. / gp. omitted?7 wish withdrawal along the lines already agreed 
te but giving names of firms and public companies they manage. 


II, Considering this decision, 


__t1. Willing to retain active trade relations én some other mutually accept- 
able form. 


iTV. Request for preliminary negotiations to establish basic principles 
1 ) @pan all-China basis, (These principles should not be specified in the 
written memorandum). — 


8. We are forwarding by first available safe opportunity more detailed 
- notes on how preliminary negetiations might develop, our suggested categories 
of interests envioved and how some of their particular problems mry be 


 Fereign Office pleave pass to Hong Kong as my telegram No. 23, 
| Copy sent to Colonial Office for repetition to 
DISTRIBUTED TO: 4 - Hong Kong _/ — 


| China and Korea Department 
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At a meeting of the China Association 


today, at which this Department was represented, 


Draft.L2tter to the F.0. should be asked to instruct / 
it was agreed that/H.M. Charge d'affaires in Peking 
Mr ser) LL 
v4 to submit as soon as possible to the Central 
Treasury 


Peoples Govt. a note on the lines of the attached 


draft. The text has been agreed with the firms' 
representatives in Hong Kong and incorporates the 
amendments suggested in para.7 of Kamktx Peking 
a 
tel.376 of May 2nd, — exenption+e£ 
additiona} last sentence suggested in para.?2? of 
that telegram about preliminary discussions in 
Ata tttrv mf. 2 
Peking. ong Kong *setow, which was shared by 
dv-e 


ondon, was that no mention should be made in the 


MARGIN. 


IN THIS 


note of preliminary discussions of this kind. The 
Suggestion originated of course with the firms! 
Shanghai representatives (see Shanghai tel.95 


saving to Peking). ‘\ 


The China Association agreed to the 


r 
: 
o& 
: 
= 


deletion of the word"semi-official" before 


"nermanent trade mission" in the last line of 


para. 4 of the draft note. 


NOTHING TO 


It was explained to the meeting by 
the F.O. representative that there was a feeling 
that the note might be/too aeeteretic in tone 
and that some stiffening might be BREEEsxary 
desirable. The Association agreed that this might 
be left to the Foreign Office to decide, but they 


very much hoped that the substance of the note 
with whom they would not be changed, since they did not wish to 
had been dis- 
cussing tactics | | reopen discussions on it with Hong Kong,/ They 
now for a long | 


Shearto’s 
time. . see early action taken by Mm “amb, 
et | 


328m 11/50 GS. St. 


Wt. 22831—216 


Petane. It was therefore left that the Foreign 


27274) 


office would consult other Departments about the 


/text 


text of the note and would then contact the 
Secretary of the China Association (Mr kitchell)}, 
to whom the Association gave discretion to decide 
whether ped amendments suggested ytmé needed 
clearing with Hong Kong. 
In view of the Association's desire for 
as soon as possiblq by telephone 
quick action, would you please let me know/if 
you agree with the text of the mmuw note as now 


redrafted? 


yin. bk 
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"Future of British Business in China) 


Para .7 
RE-DRAFT OF PROPOSED NOTE TO PEKING (embodying amendments suggested 


noun fil te tte telegram 376 ladtea 2nd May) to Foreign Office. 


1952, 

As stated in my note of April 12th , /Beitish firms in China have 
for a long time and for reasons beyond their control been facing 
increasing difficulties. The increasing extent to which many of the 
functions formerly handled in China by private merchants and indus- 
trialists are being taken over by organisations operating on a state 
basis is correspondingly reducing need for maintenance in their exist- 
ing form of many British owned and established enterprises, It is clear 


that they are no longer suited to the changed conditions which now 
exist in China, 


= (Enclosure to China Association circular 6/5/52 


Le Nearly all, if not all, of the British companics in China, have 
come to the conclusion that this change in conditions necessitates a 
corresponding change in the nature of their organisations and in the 
scope of their activities. Meny feel they can no longer operate satis- 
factorily in China and can serve no useful purpose in the future. 
Consequently they feel that the proper course for them to follow is to 
make application in the proper quarters for transfer as going concerns, 
custody, or closure of their businesses. The needs of individual 
companies will vary with their particular circumstances, and applica- 
tions appropriate thercto will be made by them in due courscs 


Oe A mumber of important British companies, whilst recognising that 
their present organisations are or may become redundant and should 
therefore be closed down, believe that they can still perform a use- 
ful service in the interests of Sino-British tradc. They would there-~ 
fore like, with the approval and understanding of the Central People's 
Government, to set up a new form of organisation which is better suited 
to current conditions. This would take the form of an association of 
representatives of manufacturers and overseas buyers, who would main- 
tain direct contact with the appropriate Government departments. This 
body could, in fact, if acceptable to the Central People's Governnont, 
act as a pemeanteeded] permanent Trade Mission. 


4. Her Majesty’ s Government trust that the Contr2l People's Government 
will issue appropriate instructions to the departments concerned to 
facilitate the measures for which individual British companies will 
make application in pursuance of the above decisions. The particular 
points in respect of which the good offices of the Central People's 
Government are requested are:- 


(2) approval of the termination of the services of redundant staff. 


(b) the issue of exit permits for non-Chinese employees who are 
transferred elsewhere. 


the setting up of machinery to deal with custody or transfer 


as going concerns of any businesses to which this treatment 
is appropriate. 


tsking of the necessary steps to deal with the Suggestion in 
paragraph 3 abovc. 


‘5. In view of the prolonged period during which many companies have 
been operating under economically adverse circumstances, it is hoped 
that early and favourable consideration will be given to the represen- 
tations made herein. . OVePRMENt- 2° v-ched 

it would be desirable or useful, Sacraamtatiras of firms ‘concerned 
would be glad to come to Poking, for further discussion of principles 
and details involved with appropriate departments of the Central 
People's Guvernnent, with a view to facilitating to mutual satisfaction 
and advantage actual procedure for closure, terms of settlement and. | 


projects for revised machinery..for..trade relationss).. 


(Ends) e 
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' (FG 1105/142) 

‘ At a meeting of the China .ssocietion yesterday, 

r at which this Departusent was repr sented, it was 

d @crecd that the Foreign Office shiuld be asked to 

instruct Hor kejesaty’s Charge d' Affaires in i eking to 

submit as soon as possible to the Central veople's 

"a Goveriivnt a note on the lines of the attacheu uralt. 

: fhe text has been agrecd with the firss’ representse 
tives in liong wong und incorporates the auecndnents 

a sugested in paragraph 7 of veking telegram lio. 576 

‘ of ay <nd, but not the aduitional last sentence 

4 sugested in parajiraph 2 of that teiegrais about pre- 

ye litiinary discussions in iekiniz. ‘che vicw of the tiong 


rong Pepresentatives which was shared by the represen 
‘ tatives in London, was that no menticn should be sade 
: in the note of preliminsry Giscussicns of this kind. 

: The sugestion orijinated of course with the firme’ 
Shanghei representatives (see shanghai teleram No. 95 
Javing to :‘eking). Neither the Lonuon or the Hong 

é. hong represcttetives wish to approach Shanghai again 
for couments on the redraft. 


the China association agrecd to the celetion 
of the word “senieofficiasl” before “peruanca. trade 


mission” in the lest line of paragraph 3 of the draft 
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it was explained to the mecting by the Foreirn 
Uffice representative that tho-re was a feeling that 
the note might be rather too apologetic in tone and 
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‘ that some stiffening mi.ht be ucsirablee The 

. aguociation agrecd that this wisht be left to the 
Foreign uffice to decide, but they very ciuch hoped 

: that the substance of the note would uot be chuniged, 

‘ Since they dia not wisi to re-open discussions on 

e it with Hong :.ong, with whom the, had been discussing 
F tactics now for a lon: time. they were anxious to 

sec early action taxen by Loni. it was th _refore ieft 
that the Foreign -ffice would consult other 


= 
a | 


\ ~epartwents about the text of the note and would then 
x) contact the Jeerctary of the china association 


(ire Kitchell), to whom the association gsve discretia: 
to decide «hether any suvnadaents sugsested netiued 
eclesring with Hong 7.onge 


: in view of the association's desire for quick 
: action, woulda you please .et ise KnOW &G SOO a6 
Y possible by telephone if you agr.ec with the text of 
‘ the note as now redrafted? 
4 1 au sending a copy of this to «ercival and 
& Jidebothan, for whose couwicnts by telephone i should 
. also be grateful. 
3 


(Geli. Johnaton. 


weg’ 
‘a ayreet . 


: 
ReeDRAFT OF PROROGSD NOTS TO PskING (embodying anendsents sugested 


‘ q 
, “4 a ; p ; : y - . » . 
) paravrach of pekiny: telerraw lig D of 2nd iit » Foreizn Ufflice. | 


As stated in wy note of April leth, 1952, British firms in China 
have for a long time and for reasons beyond their control been facing | 
increasing difficulties. The increasing extent to which many of the ‘ 
functions formerly handled in China by private werchanta and indus- 
trislists are being taken over by curganisations operating on a state ; 
basis is corresponiingly reuucing need for tisintenance in their exiding | 
form of many British owned and established enterprises. It is clear 
that they wre no longer suited to the chanzed conditions which now 
exit in China. 


2e Nearly all, if not ali, of the British coupanies in China, have 
come to the conc:usion that this change in conditions necessitates a 
corresponding change in the nature of their organisations and in the ; 
Scope of their activities. kany feel they can no longer operate satis— | 
factorily in China and can serve no useful purpose in the future. 4 
Conseyguently they fecl that the proper course for them to follow is to | 
make application in the proper quarters for transfer as going concurns, | 
custody, or closure of their businesses. The needs of individual : 
Cowpauies will vary with their particular cirqustances, and applicee 
tions appropriate thereto will be made by them in due course. 


de A Mumber of important British canmpanies, whilst recognising that 
their present organisations are or may become redaindant and should 
therefore be closed down, believe that they can still perforw a use- 

ful service in the interests of Sino-British trade.- They would there=- 
fore like, with the ap, roval and understanding of the Central reople'’s | 
Govermient, to set up a new form of organisation which is better suited — 
to current conditions. ‘his woulu take the form of an association of 
represeiitatives of manufacturers and overs as buyers, who would waine 
tein direct contact with the @ppropriate Governient aepartacnts. This 
body could, in fact, if acceptable to the Ventral ieople's Gover:.aent, 
act as a permanent i'rade Wission. 


Lbe Her Majesty's Governuent trust that the Central :eople's Govern- 
ment will issue appropriate instructions to the departments concerred 
to facilitate the weasures for which individual British companies will 
make application in pursuance of the above decisions. The particular 
pointa in respect of which the good offices of the Central reoplu’s 
Governient are re \ucsted are:e 


(a) approval of the termination of the services of redundant ste 


(b) ‘the issue of exit permits for non=—cChinese employees who are 
transferred elsewhere, 


(c) the setting up of machinery to deal with custody or traasfer 
as going concerns of sny businesses to which this treatsent 
is appropriate, 


(d) taking of the necessary steps to deal with the suggestion in 
paragraph 3 above. 


5. In view of the prolonged period during which many companies heave 
been operating unver economically adverse circuus.ances, it is hoped 
that early and favourable consideration will be given to the 
representations wade herein. 
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GHAI TO FO 
Cypher/OTP D AL DISTRIBUTI 


Mr. Bumstead 


Ne. 126 D. 4.5 pm BWth April 1952 
26th April 1952 R. 6.25 pom. Mth April 1952 


Repeated te Fereign Office . 
Heng Ken PPR (al 
g g WL fies 


My immediately preceding telegran, | vere sit” 


Chamber ef Commerce Committee agree that their latest 
memorandum while adhering te basic principle ef withdrawal 
dees represent seme change in attitude as regards timing 
and tactics. Reasens fer this are mostly given in ny 
saving telegram Ne. 92 and in nenerandua “2 itself. In 
additien yeu will have neted amendment te suggestien that an 
attempt sheuld be made te start negetiatiens in Peking. 

It is felt that main ebstacles te success weuld be the 
ebstructive pewer ef labeur uniens and lack ef autherity 
and geedwill ameng lecal autherities. Since beth, already 
great, appear te have increased during past few menths it is 
felt te be mest desirable that every effert be made te start 
at Central Gevermnent level and make as much pregress as 
pessible there. 


Fereign Office please pass te Heng Keng as my telegram 
Ne. 7) 


[Cepy sent te C.0. fer transmission te Heng Keng} 
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Cypher/OTP D AL DISTRIB 


Mr. Bumstead 


Ne. 126 D. Ad pm BWth April 1952 
26th April 1952 R. 6.25 pom. Mth April 1952 


Repeated te Fereign Office F 
> id 7 rs 
Heng Keng Vc fie¥|' 


s Aa 
My immediately preceding telegram, | verve S83” 


Chamber of Commerce Committee agree that their latest 
memorandum while adhering te basic principle ef withdrawal 
dees represent seme change in attitude as regards timing 
and tactics. Reasens fer this are mestly given in my 
saving telegram Ne. 92 and im memorandumsi itself. In 
additien yeu will have neted amendment te suggestion that an 
attempt sheuld be made te start negetiatiens in Peking. 

It is felt that main ebstacles te success weuld be the 
ebstructive pewer ef labeur uniens and lack ef autherity 
and geedwill ameng lecal autherities. Since beth, already 
great, appear te have increased during past few menths it is 
felt te be mest desirable that every effert be made te start 
at Central Gevermment level and make as much pregress as 
pessible there. | 


Fereign Office please pass te Heng Keng as my telegram 
Ne. 2h. | 


[Cepy sent te C.0. fer transmissien te Heng Keng] 
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CHINA ASSOCIATION. 


receenowe BrRoAD STREET House, 
eS ee 54, OLp Broab STREET, 


TELEGRAPHIC ADDRESS LON DON Ee + = 2 : 


DOLMIR LONDON 


29th april, 1952 


Dear ir. Lloyd, , es As eed 


a 
UP " 
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ef & */ »% . €. “We 
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, ‘ ow i 


I enclose a cony of tiie telegram which. we sent 
to Hong Kong after the ticeet#éng this morning. 


| liay we have, please, from you a copy of the 
Foreign vifice message to lr. Lamb including a copy of 
the Note he will hand in. 


Yours sincerely, 


4 


J.0O. Lloyd, isa.e, | 

China & Korea Vepte, E.R. PRICE 
Foreign vffice, 

LONDON, Sa Vie L 


CHINA ASSOCIATION 


CONFIDENTIAL 


BROAD STREET HOUSE 
TELEPHONE. 54 OLD BROAD STREET 
LONDON WALL 1160 LONDON, E.C.2 


To Firms on Snecial List. 29th April, 1952 


THE FUTURE OF BRITISH BUSINESS IN CHINA 


Following is &@ copy of the telegram sent to 


Hong Kong today as agreed at this morning's Meeting:- 


"Sir Arthur Morse from 5.A. Gray 
The following telegram is from Special Committee 
China Association 


(Begins) We have requested Foreign Office to 
communicate our unanimously agreed wording to Lémb 
asking him (1) whether he has any comments thereon 
and (2) when he proposes to deliver the Note which 
in our opinion should be as soon as possible after 
lst May (Stop) Will telegraph again on receipt of 
Lamb's reply (Stop) Foreign Office state they will 
contimwe keeping Shanghai and Tientsin Chambers 
informed (Stop) At this stage we are not submitting 
a list of names to Foreign Office for transmission 
to Lamb but firms mentioned in our telegram 25th 
April will start taking necessary action enable 
Shanghai representatives act in accordance with 
paragraph 4 our telegram lst April as soon as Lamb 
reports that note has been delivered. 


(Message ends). 


GeE. MITCHELL 


secretary & Vice-Chairman, 
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Minutes. 


COMMENTS ON HONG KONG LETTER OF 19TH APRIL 
TO CHINA ASSOCIATION 


Criticism of Note of 12th April. 


In my own opinion only one criticism 
is valid — that we omitted to mention 
the question of redundant staff as one 
of the disabilities. 


The other criticisms are invalid. 
The first is that we listed the 
Gisabilities. The answer to this is that 
if you make a statement of disabilities 
you have to state the disabilities. 
The second -ig that we omitted to mention 
increasing Chinese Government participation 
in trade. This does not seem to me to be 
a legitimate disability of which one could 
complain; afterall the Chinese Government 
is free to direct its trade as it thinks 
fit. 


MARGIN. 


Shipping 


Hong Kong imply that shipping should 
be maintained for at least two months 
after the presentation of the second Note. 
We should agree and get a statement from 
Be. and S. about when and for what period 
they are proposing to keep their ships 
away from China. I think there ought to be 
a reasonable chance of getting B. and S. 
to be less melodramatic. 


Deadline (mentioned on page 3). on ruemlbarces 


IN THIS 


Hong Kong suggest that this should not 
be linked with the Note. We should agree. 
If the Chinese get tough we can consider 
in say two months’ time whether we wish 
to announce a deadline to the Chinese or 
merely to impose one. 


y 
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Mr, Mitchell's comments on Hong Kong letter. 


In paragraph 3, Mr. Mitchell suggests 
two guiding principles: “collective 
negotiations" and “maximum shock". I agree 
with him on "collective negotiations". 

Mr. Lamb also agrees —- see Peking telegram 
No. 250, paragraph 2, attached. 


On “maximum .shock” I disagree with 


him, and therefore support Hong Kong for 
two reasons: 


250m 10/50 G.S.Si. 


(a) The Chinese now have ample 
warning that some thing is in the wind - 
e.g. our Note of April 12th and various 


statements by Ministers, Lord Reading's 


(31058) Wt. 28235—243 


/speech 


speech on Monday will add to these warning 
(b) the behaviour of the Chinese 


delegation to the Moscow Conference suggests that 


there is a chance that the Chinese may be 
glad to facilitate the departure of British 
firms. 


The two sorts of Note proposed. (see end 
of Mr. Mitchell's comments). 

(1) The Note "suggested by London at 
the end of March" is presumably Foreign 
Office to Peking telegram No. 235 as amende 
by the China Association (my pencilled 
amendments). This draft Note was based on 


the assumption of a one stage approach. 
It is therefore not entirely suitable but 


— EC ex Lo. 


could be amended easily enough, and the offpr 


of a "trade mission"® added, as suggested 
by Mr. Mitchell. If this form was agreed, 
the meeting would also have to consider whe 
the Note should be along the lines of the d 
in Foreign Office telegram No. 2355 or in thi 
form suggested in paragraph 7 of Peking 
telegram No. 198 — i.e. a joint commnicati 
to the Prime Minister, Chou En-lai, from 
the British business interests for transmis 
through Mr. Lamb. 


. (2) .The Note proposed by Hong Kong. 
I consider Mr. Mitchell's objections to thi 
Note are valid. The firms’ ideas on the 
form of trade mission or association are 
still very vague, as I suspect are those 
of the C.P.G. If we try simultaneously to 
withdraw the firms.and set up the trade 
mission, the withdrawal must inevitably 
be delayed because of the many months which 
must elapse before the form-of the mission 
crystalises. Far better get the firms out 
and at the same time let the Chinese know 
that we are prepared to consider proposals 
for Sino/British trade on what will virtual! 
amount to conditions dictated by the CP.G. 


We shall probably have to consult Mr. 
Lamb .again and certainly sent our draft of 1 


do not think we need consult other Governme 
Departments but merely keep them informed a 
decisions have been taken. Nothing more 
can be done before the China Association 
meeting tomorrow but I very much doubt if 
Mr. Lamb will be able to present the 
second Note before the first week in May. 


a 


Drinkall) 
24th April, 1952. 


second Note to Hong Kong for approval. iI 


he 
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IN THIS 


NOTHING TO BE WRITTEN 


MARGIN. 


(26164) Wt. 9841-209 200m 5/50 GS.St. 


MARGIN. 


IN THIS 
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I went to the meeting to-day.- see 
draft telegram to Peking— Sint Ht , 


2 Most of the firms represented still want 
a collective approach to the Chinese aimed 
at giving them a "shock". They felt bound, 
however, to take into account the prefergnce 
of the Hong Kong representatives for a much 
milder approach. The upshot of the meeting 
was that a telegram would be sent by the 
Secretary of the Association to the Hong Kong 
representatives suggesting that the approach 
to the Chinese should be in the nature of a 
compromise between the Hong Kong represen- 
tatives’' draft and the draft suggested in 

our telegram No. 235 to Peking as 
subsequently amended: by the China Association 


fincidentally, 


Minutes. 


(Incidentally, the draft letter suggested 
from Hong Kong has been amended in a 
subsequent communication from the Hong 
Kong representatives, /see Mr. Mitchell's 
circular of 25th April attached/). 


Dy Mr. John Keswick is flying home to 
consult his brother over all this and the 
idea is that the suggested approach to 

Mr. Lamb should be hammered out by the 
Association next week, when he will be here, 
andthe views of the Hong Kong representative 
will have been obtained on the compromised . 
draft which the Association are now 
preparing. 


hk. I put to the meeting the point at "x" 
in Mr. Drinkall's minute, but they felt 
that, if the Chinese Government want to 
delay the operation, they have so many 
pretexts for doing so already, that one 
more would not help them particularly, 
whereas it might prove helpful to put for- 
ward the idea about the mission as 
suggested. 


or When the Hong Kong representatives have 
commented on the Association's new draft we 
should telegraph the resulting redraft to 
Mr. Lamb for his comments. Clearly we can 
no longer hope for the second approach to be 
made to the Chinese on May lst and until 
that approach has been made the firms 
concerned will not apply for permission to 
close. If it becomes likely that there 
will be any significant delay, we shall 

have to consider telling the foreign 
Governments concerned of this, with 
reference to paragraph 2 (c) of our 
telegram No. 1330 Saving to Paris of 

April 18th. 


6. I also read to the meeting Shanghai 
telegram No. 112, about the International - 
Trade Conference Delegation, and told them 
about the visit of some of the delegates to 
Shanghai. | 


(At |. 


(C.H. Johnston) 
25th April, 1952. 
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CHINA ASSOCIATION 


BROAD STREET HOUSE 
TELEPHONE. 54 CLD BROAD STREET 
LONDON WALL 1160 LONDON, E.C.2 


CONFIDENTIAL gend April, 1952 


To Firms on Special List 


THE FUTURE OF BRITISH BUSINESS IN CHINA 


sane 


(1)Hong Kong Comments 


I have received from Mr, Collar in Hong Kong a draft letter 
containing the comments from Hong Kong promised in their telegram 
circulated on April 17th. This letter was to be discussed at a 
Meeting in Hong Kong on Monday pris Saas Mc, Collar promised 
to telegraph immediately after the meeting. PT teal 


A telegram has now arrived saying that the draft was approved 
at the Meeting, with only minor alterations, and that they have shown 
the letter to their Government which is telegraphing to the Sccretary 
of State for the Colonies, 


A copy of the draft letter is attached. It will be seen that this 
contains proposals for the phraseology of the next Note to Mr. Lamb. 


The Moscow Discussions. 


Attached is a copy of a letter received from Mr. Johnston of the 
Foreien Office with rogard to a further note sent to Mr. Lamb. It will 
be seen that the Foreign Office would like the Association's suggestions 
for tactics in the event of the Chinese being rcady to pursuc the | 
appro&éches made in Moscow. 


The Intentions of Firms 


Replies so far received to the Circular of April 16th show that 
most firms intend to instruct their representatives in Shanghai to 
take steps to close down, but are hoping for action in unison, so havc 
not yet decided on dates for putting in their various applications, 


A MEETING will be held at 11.30 a.m. on Friday, April 25th in 
the Board Room of the Hongkong & Shanghai Bank to discuss all these 
matters and, if possible, to agree on a reply to Hong kong. 


It is suggested that the draft message to Mr. Lamb contained 
in Hong Kong's letter should be taken as a basis for discussion. 


Gee MITCHELL 


Secretary & Vice-Chairman, 


HONG KONG'S DRAFT LETTER TO MR. G.E. MITCHELL 


De® witcher, - HONG KONG 19th April,1952 


In the cable sent off today through the usual channels we have said 
that since Lamb has already submitted the Note, there is no point in 
cabling our comments thereon to you, and that we will be writing. 

You will now know that the Note was not in accordance with our 
ideas. We must accept our share of the blame for this, since we have not 
at any time specifically given you our own views. ‘e approved of the 
proposal in your cable of the 4th April that the Note should be on the 
lines of the fifth paragraph of Lamb's cable No. 222. Of this we had 
then received only a summary suggesting that there should be "a general 
statement of the disabilities", etc. We did not appreciate that they 
might be listed in detail. 

Our belief is that the Note as presented will fail to achieve the 

purpose designed, and that it may in fact add to our problems.I1t appears 
to have been based on the list of disabilitics which were included in 
the memorandum which the Shanghai Ch:mber handed to I-mb, and as such 
Ppt expressed their views, fcars and certain individual problems. 
tortunately, many of these points are likely to provoke argument, which 

we were most anxious to avoid. The reference to contracts, following on 
oe own very large scale canccllations, is particularly unfor tunate. The 
last paragraph is definitely mislcading in stating that a continuation 

of the situation can only result in the climination of British intercsts. 
it is quite clear that if ovory Single one of the disabilities listcd 
were removed, it would not alter in the least our belief that there is 
no future for our existing organisations in China. 

: The two really essential points were omittcd.These are the incrceas- 
ing Government participation in trade,industry and financec,which renders 

the majority of our organisations redundant, and our inability to pay off 
surplus staff.it is our fecling that theso points should have formed the 
basis for the first Note. 

Our concern now is with the next move.First, we fcocl very strongly 
that we should bo permitted to sce the text of the next Note before it 
is despatched. Wc think,also, that it should go to Lamb as a draft for 
his comments before finalisation. Woe rccognise that shipping interests 
may fcol strongly that they shold be consulted in respect of timing, 
put we must not act hastily in order to conform with their schedules, 
Ample time mst be allowed for consultation of those whose views arc of 
importance. 

A further comment on the question of timing and its bcaring on the 
shipping situation.We trust sincerely that there will be no adverse 
reactions,but if there are, it is cxtremely difficult to say when will 
be the danger point. We do not visualise immediate and direct Governnent 
action following on the presentation of the Note. It is far more likely 
tc occur when companies insist on discharging surplus staff or rcfuse to 
make further renittances. Tiis may well be up to two months after the 
presentation of the N:-te. W.ion, thon, and for what period is shipping _ 
to be kept clear? Our view is that it is impracticable to set a date on 
these grounds, unless shipping is to be withdrawn altogether for a pro- 
longed period, which night well be taken as provocative. 

Wo have considered what our action shwla be, bearing in mind the 
changed situation which arises as a result of the wording of the first 
Note. We are assuming for. this purpose that there will be no matcrial 
reaction from the Poople's G:vernnent. We mst be prepared to ad Gor our 
views if this should prove to be incorrect. 

We have also taken into consideration a suggestion made in She ne- 
hai's memorandum to Lanb. This, through a misunderstanding, has only 
just cone to light. We repeat it below:- 


10. 


1) 
tb} (Enclosure) 


‘ interest in this proposal is twofold. 


We believe that an organisation of this kind would nect the 
desires of & munber of companies who sec advantages in con- 
inued representation in China; 


We think that there is a great dcal in Shanghai's suggcsticn 
that the making of a proposal on these lines may go far 
towards facilitating the closing down of existing organisationg 


2 « 

Of the two, the. second is probably the more immediately import 
We are anxious that the P.G. should not interpret the wholesale requests 
to withdraw from the country that they will receive, as a politically 
inspired action. As such it might be regarded as a preparation for a 
break in.our already tenuous diplomatic and commercial relationships, 
and possibly as a precedent to directly adverse action, This would only 
be an encouragement to them to delay our withdrawal, and to squeeze us 
as much as possible in the process. A proposal to set up an alternative 
form of organisation should make it clear that we wish to continue to 
trade, and that our main purpose is to adjust ourselves to the changed 

, circumstances. 

We have not had time to give much thought to the constitution and 
form of the Trade mission or body. Our idcas at present are on the lines 
of its being quitc simply an association of representatives, probably 
housed in one office building for convenience, and making use of central- 
ised services. The individual components would act independently in 
soliciting business on behalf of thcir sponsors, but could cooperate if 
they wished, for particular purposes. Trey would be representatives or 
contacts, not traders. 

Wo will try to fill out this framework somewhat in a senarate letter, 
but do not feel that it is necessary to go into it in great detail until 

we know what is the reaction of the Foreign Office. You may also wish to 
find out how the Board of Trade would view it. The following companies 
here would be interested in taking part, cither by the attachment thercto 


of their ow representatives, or sharing one with another —— in the 
same line of business. | 


eqoqoecoo0o@e oe eeeeeeceeees @ 


Whilst the Banks are naturally not themselves interested in attach- 
ing representatives to such a Mission, its establishment for the purposes 
visualised has their strong support. 

It is our view that this proposal should be includcd in the next 
. Note = be presenteds. | 


ag ty ah su est that the, next N te sh ld on .the Fol Owin 
| fincsy al’ td fer mayeet a s/ or y & h, U hia, 9 ane fave i» hi Comp a ing: ff 
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* 45? 4? The ‘aiiiiitien extent to which the ‘clued 5. ‘Sled igs” —_ 
stablishing organisations for the operation on a State basis of 
many of the functions formerly handlicd by private merchants and 
industrialists is correspondingly reducing the need for the main- 
tenance in their existing form of many British owned and controlled 
corporations. It is clear that they are no longer suited to the 
changed conditions which now exist in China, 


Nearly all, if not 411, of the British companies in China have 
come to the conclusion that this change in conditions necessitates 
a corresponding change in the natane, of Ahoy po Megan 8 o4t nS .f Te gall 


+ SC QDS of. pphei gOS - 5 
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cour se "te th r +0 : Pcllow is t Ba) x anpl ca n ,the proper At 
quarters SS etlriss” tat “Ses iz 11-6O tins etn Pane ae individual 
companics will vary with thoir oarel ori ee ircumstances, and applic- 
ations appropriate thereto will be made by them in due our se. 


A number of important Briti anies, whilst recognising that 
their present organisations iis pomp t and should therefore be 
closed down, believe that they can still perform a useful sorvice 

in the interests of Sino-British trade. They, wou pts lglg Like, 
with the approval and understanding of the 6t up & new 
form of organisation which is better suited to ont conditions. 
This would teke the form of an association of representatives of 
manufacturcrs and oversoas buyers, oa would maintain diroct contact 
with the appropriate 9 the BesereE ‘tments. This body cculd, in 


fact, if acceptable to the ” as a semi-of F40281 permanent 
Trade Mission, : | 


Govt 
H M.G. trusts that ene ee will issuc appropriate instructions 
to the departments concerned to facilitatc the measures for which 
individual British companies will make application in pursuance of 


the above decisicns. The PORES OBL Ae taal on mi on action is asked 
for are:- : 


ee 


@ (2) Approval of the termination of the services of redundant 
staff./and their pay-off on mutually satisfactory ters; ] 


(b) The issue of exit permits for non-Chinese i Oe who 


ar ¢ Reg on eh elsewhere. ‘ 
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S hoped that early and favourable consideration will be viven 
to the representations made herein. om I 


akan, : wall 
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“/viewsron Para 3 above at an early-deate;y”sivicc this will have an 


important bearing onthe Nature of the -applications which will 
be submi “By those companies who wish to maintain representa-— 
tion-4 China f 


This, we think, with one cxception contains the meat of all previous 
proposals, rearranged somewhat, and with the addition of paragraph 3. 
The omission is Shanghai's proposal that a phrase should be inserted 
asking for assistance in the disposal of assets, or that there might be 
& pooling of assets. 

e Our view is that we should be a little chary of initiating any 
suggestion that some may be willing to barter physical assets against 
actual and/or potential liabilitics. If the P.G. are disposcd to be 
cooperative, there will be many questions which will roquire discussion 
at high level, and this is likely to be one of them, particularly as the 
Government is today the only possible buyer. 

There have in the past becn suggestions that a "dgaddino”" should — 
be announced. We takc this term to mcan that certain firms would siml- 
tancously submit statements to the P.G. to the effect that they would 
make their final payment to Chincse staff on a certain date, and that 
they would make no remittances thereafter for demands of which they do 
not recognise the validity. ie have considcrec whether or not this action 
should now be recommended. 

It is quite clear that it ought not to be associated in any way 
with the Note now recommended. We further consider that it would be 
prefcrable not to announce any deadline until sufficient and reasonable 
time has elapsed after the representation of this second Note to permit 
of the P.G.'s reaction becoming apparent. It will then be for the 
comranies who are in a position to take this action to consult together 
and agree on dates if it is considercd that simultaneous action is 
desirable. 

There are quite a mumber of companics whose circumstances are such 
that it will not be practicable for them to announce a deadline in the 
near future. 

As regards timing, we do not think that it matters very mach when 
this Note goes in, provided that we are quite sure that all whose views 
ought to be considered have an Opportunity to have their say. 

If the Note can be presented by the ond of this month, it would 
not, we think, be too soon. We feel that there is not the samc need as 
we had contemplated to allow &@ fair margin of time between the two 
Nutes, sinec it is most unlikely that the first will produce a helpful 
indication of the P.G.'s attitude. Tne sooncr we get them facing the 
real issuc the better. 

7 Again, we are anxious to avoid provocation, because the creation 
of an adverse reaction can only add to our difficultics without facil~ 
itating «ur purpose, which is orderly and carly withdrawal as trading 

organisations. 

| After the second Note has been presented, then it will be for indi- 
vidual companies, in their ow time, but without undue delay, to make 
their individual applications to the appropriate authoritics. Again, 
whether or not exit permits should be applied for at the same time is 
a mattor for individual decision, depending on circumstances, 

We propose that when the text of the second Note has beon agreed on, 
and a date for submission fixed, then shortly before that datc we should 
advise all the companies concerned in Hong K:ng, who have not so far been 
kept informed of our deliberations, and suggest that yo do likewise. 

Yours sincerely, 


CONFIDENTIAL 


FOREIGN OFFICE, S.W. 1. 
18th April, 1952. 


My dear Mitchell, 


At the request of the Board of Trade, we have sent a 
telegram to Peking asking H.M. Charge d'Atfaires to inform the 
Chinese Government that Her Majesty's Government have noted 
with interest statements made in Moscow about a trade deal 
with China, and that we hope to receive from the Chinese 
Government an early intimation of the nature of these 
proposals and of the channels through which it intends to 
pursue the suggestions made in Moscow. Mr. L?vmb is to point 
out that there are numcrous cstablished B::itish merchants 
in Shanghai and Hong Kong well qualified to negotiate any 
such arrangements with the Chinese Government or its repres- 
entatives. 


We have asked Mr. Limb to convey the message to the 
Chinese Government if he sees no objection, and have pointed 
out that it might serve guite conveniently as a follow-up 
to the Note which he has no doubt already presented or is 
about to present on the disabilitics of British firms. We 
have told him that we are consulting the China Association 
and have requested him meanwhile to ask M,. Bunstead to 
consult British firms! representatives confidentially as to 
the best means to deal with any Chinese reply indicating 
readiness to procced further 


I should be very grateful to have any suggestions which 
the China Association might like to make on this question. 
We will, of course, lct you know as soon as we have heard 
what/tho result of the approach by M’. Bumstead to firms! 
representatives and the Association may like to await these 
views before giving thoirs, by which time we might also have 
some reaction from the Chinese. 


Yours sincerely, 


(Sgd.) CeH. Johnston. 


ENCLOSURE TO HONG KONG'S DRAFT LETTER TO MR. G.E. MITCHELL 19/4/52 


an ee ae 


LO. The Local Representativesof the Bi:itish concerns engaged 
in trading with China feel that trade could and should continue 
between China and the Pritish Commonwealth. They suggest that 
this might best be done, subject to Pcople's Government approval 
and satisfactory terms being obtainable, by the establishment of 
a, small Commercial Mission in China representing the leading 
trading interests. 


(a) They believe that their Head Offices abroad are in a 
better position to consider the merits of this proposal 
and the basis on which such a Mission might be formed, 


They realise it would have to have the unofficial 
blessing of H.lieG. and the support of the Biitish 
Menufacturers who were previously represented in 
China by the British firms now suggesting withdrawal. 


Insofar as the People’s Government are concerned, it 
is felt that an attempt to negotiate the complete 
withdrawal of all British firms in their present form 
as being out of keeping with the pattern of New China, 
might meet with a better reception if at the same 

time a constructive proposal was made to replace the 
old British Trading M:.chine with a smaller streamlined 
model, Located in one port only, or at the most two, 
and better designed for trading on the scale expected . 
by 2 Government which believes in Statc-csontrolled 

and intcr-Government trading. 


® CHINA ASSOCIATION 
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CONFIDENTIAL 26rd April, 1952 


To Firms on Special List 


THE FUTURE OF BRITISH BUSINESS IN CHINA 


The following observations on Hong Kong's "comments", as conveyed 
in Mr. Collar's letter to me, which was circulated on April eend, will, 
I hope, assist discussion at the Meeting on Friday, April coth. 


I feel that Hong Kong have to a large extent lost sight of the 
object with which all the discussions commenced, viz. to get our men 
out of China and to stop the financial drain, and that they are now 
too mich concerned to avoid giving any kind of aggravation or offence 
to the People's Government, 


If the line of action now advocated by Hong Kong is adopted, vize: 
to ask Mr. Lamb to hand to the People's Government a further note on 
the Lincs of their draft, we shall have cntirely failed to mcet two of 
the major fcatures of Shanghai's proposals (which surely should never 
boc lost sight of, because they are the men on the spot and the men who 
| will suffocr most, ospecially if we make a false move). The two proposals 
| I réfer to arc that collective negotiations probably offer "the quick- 
est and lcast cxpensive method for all concerned in the long run" and 
‘' that "maximum shock will be required to produce results." 


I also beliove that Hong Kong havc drafted their proposed note to 
Mr, Lamb from an cntircly unreal point of view. In their draft thoy 
approach the Peking Government from the angle that we consider we have 
become redundant and should be closed down because the Chinese Govern- 
mont has established its own trading organisaticns. That is not the © 
truth. The truth is as set out in our own draft telcgram wired to 
Hong Kong on March 27th, viz: that "British firms have becn facing 
increasing difficulties and have now reluctantly come to the conclusion 
that it is no longer possiblo for them to operate satisfactorily in 
China." These difficultics wore concisely dcfined in the preliminary 
note which has now been handed to the Peking Government by Mr. Lamb. 


I believe, thercfore, that adoption of the proccdure advocated by 
Hong Kong would mean that we have abandoned hope of organising 2 united 
front for common action in cxtricating our men from China and in stopping 
the financial losses, and that wc have made up our minds that cach firm 
must now act for itself, hoping that the polite requcsts madc to Pcking 
in the two notes presented by Mr. Lamb will save thc men from unduc 
discomfort or danger. 


I myself remain eonvineed that if anything is likely to achicve 
cur two main purposes, and cspecially to extract our mon, we have got 
to follow their own advice as far 48 we possibly can, and that is to 
hang together and to present firmly to the Chinese ovr determination to 

withdraw, I consider it would be a mistake to depart from the line 
of action cxpressed in our own draft, as wired to Hong Kong on March 
27th, which was at that time agrccd by them and was also agrceod by 
shanghai when they learned of it. I consider, and have thought all 
along, that there should be added to that draft an offer to leave 
behind a kind of "trade mission", and it is interesting to note that 
Hong K°ng have now vigorously adopted that idea, which was,of course, 
suggested by Shanghai in its original memorandun, 


It seems to me then, that there are two approaches to the question: 


viz. (1) that suggested by London at the end of March, with an 
offer of a "trade mission" added, 


P.T.0. 


(2) that now suggested by Hong Kong. 


I do nov think it possible to roach a compromise bctween the two, 
because one expresses a determination to do something, and the 
Other mercly expresses 2 serics of wishes and hopes, 


Ll pelieve thc tine has como when coach firm shoculd decide and 


announce which of these two policics it supports. It will then be 
pr:ssible to disesvor which line of acticn is the best to adopt, 


Geo MITCHELL 


Scerctary & Vice-Chairman. 


ve CHINA ASSOCIATION. _ si 
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LONDGN WALL 1160 LONDON, E.C.2 


To Firms on special List. 25th April, 1952 


THE FUTURE OF BRITISH BUSINESS IN CHINA 


The draft letter from Hong Keng(circulated on 22nd April) was 
amended at a Mceting in Hong Kong on 21st April by the addition of 
the following paragraphs:- 


Page 2 (middle). (Where dots appear in the draft) 


The following names are given of firms who would be interested in 
the Trade Mission proposal:- 
Jardine Matheson & Co.,Ltd. 
Imperial Chemicel Industrios (China) Ltd. 
Arnhold Treading Co.,Ltd. 
Mackenzie & Co. 


Thc following new paras. are insertcd immediately after the above names 


"Mr. Blackwood thought that Sire & M:claine Ltd. would be 
interested, but he could not commit himsclf. All were in principle 
in favour of the proposal, but it was naturally only those con- 
cerned in import and export who would be interested in attaching 
representatives to the body as at present visualised. 


"Whilst the Hongkong & Shanghai Bank naturally is not itself 
intcrested in attaching representatives to such a Mission, its 
establishment for the purposes visualised has their strong support! 


(It will be noted that the woré "Hongkong & Shanghai Bank" 
have been substituted for the word "Banks")~ 


3 (cnd of letter) 


The following new paragraphs have bcen added to the letter: 


"Ws tako it that the Consuls-Goneral in Shanghai and 
Tientsin would be kept advised, and that they would inform 
British companies of the text of the Note immediately aftcr 
its presentatinrn. 


"This lettcr was considcred in draft at a Mcecting held 
in Hong Kong today, 21st April, and was unanimously approved. 
Those present roepresented:- 


The Hongkong & Shanghai Banking Oorvn. 
Jardine M:ztheson & Co.,Ltd. 
Butterfield & Swire 

Imporial Chemical Industries (China)Ltd 
Arnhold Trading Co.,Ltd. 4 
M:ckinnon Méackonzic & Co., 

Wheelock Mexrden & Co.,Ltd, 

Mackenzie & On. 

Mollers Lid. 

E.D.Sassoon Banking Co.,Ltd. 
Caldbeck,Macgregor & Co.,Ltd. 


G.E.MITCHELL 
Sceretary & Vice-Chairman. 


~~ 


CONFIDENTIAL 


Copies of Messages exchanged between China 
Association and Hong Kong. 


To Hong Kong 10/4/52 


Sir srthur Morse from S.A.Graye 


Following telegram is from Special Committee China Association. 
(Message begins ) 


Forcign Office telegram of 10th April repeated to 
Governor agrecd by us (stop) It is elear that a number 
of firms will act on the lines of cir telegram of 
April 4th provided H.M.G agree and support. 


(Message cnds) 


From Hong Kong 14/4/52. 


From Sir Athur Morse to 3.s.Cray. 
(Message begins) 


Yours lOth Avril China “Association we have scen 
Foreign Office cable to Lamb and we consider six 
points raised require very careful consideration and 
if not too late we would like to comment thereon (svop) 
Is it possible to ascertain from ¥orcign Office 
whether it would be possible to hold up presentation 
of note pending our comment. 


(Message cnds) 


To Hong Kong 15/4/52 


Sir Arthur Morse from S.4.¢ray. 


Following telegram is from China 4ssociation. 
(Message beings) 


By all means submit commcnis as soon as possible 
but the telegram to Lamb was drafted by the #orcign Office 
in accordance with his and your previously expresscd 
wishes It was approved by the Cabinct subject to our 
seeing before despatch and #orcign Office state impossible 
countermand instructions now In any case delay now would 
completcly upset the timing of the sccond momorandum for 
Which several firms will certainly be asking beforc the 
end of the month 


(Message cnds) 
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TELEPHONE. 
LONODCN WALL 1160 LONDON, E.C.2 


To Firus on Syecial List 28th April, 1952 


THE FUTURE OF BRITISH BUSINESS IN CHINA 


I enclose herewith copies of 


(lL) A telegram to Hong Kong, dated 25th Avril, 


as agreed at Friaay's meeting. 
(2) Hong Kong's reply, received today. 


There will be a meeting of interested firms at 
ll asm. tomorrow, Tuesday, 29th April, in the Board Room 


of the Hongkong & Shanzhai Yank, 9 Gracechurch Street,E.C.3 


GE. MITCHELL 


secretary & Vice-Chairman, 


-~-® 


CONFIDENTIAL 
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COPY OF TELEGRAM SENT TO HONG KONG ON 25/4/52 


sir Arthur Morse from S.A. Gray 
The following is telegram from Special Committee China Association 


(Begins) Mceting today considers essential agree united action and 
that need for speed outweighs question of phraseology therefore 
accepts your draft of Limb's eccond note but suggests following amend- 
ments (1) preface note by (quote) &s stated in my previous note 
British firms in China have for a long time and for reasons beyond 
their control been facing inercasing difficulties (unquote) (2) Your 
pargraph One unchanged (3) Your paragraph T.0 delete from (quote) 
some companies (ungquote) to (uote) completely (uncuote) and substit- 
ute (quote) Meny feel they can no longer operate satisfactorily in 
China and can Sscrve no useful purpose in the future conscguently they 
fecl that the proper course for them to follow is to make application 
in the propor quarters for transfer as going concerns (comma) custody 
(comma) or closure of their businesses (unquote) (4) Your peragraph 
Tuxrce insert (quote) or may become (unquote)-immediatcly before 
redundant (5) Your paragraph Four sub paragraph (a) omit the words 
after (cuote) staff (unouotc) (6) Add paragraph Four sub paragraph 
(c) the setting up of machinery to deal with custody or transfcr as 
going concerns of any busincsses to which this trcatmont is appropriate 
(7) Acd paragraph Four sub paragraph (da) take the necessary stcps to 
deal with the suggestion in paragraph Three above (8) dcletc whole 

of your last paragraph commencing (quote) it is particularly (uncuotc) 
(Stop) Wc propose Lamb be asked to present this Netc on First May 

in which case London representatives of following firms advocate 
Managers be instructed to make applications for closurc cxit ctc. 
commencing Sccond M vy but not delayed beyond May twcenticth List begins 
Mathcson & Co.,Ltd., Pitons &Mildwins Lic. Anhold T ading C>.,Ltd. 
Alfred Holt & Co.,Ltd. ED. S*ssoon Benking Co.,Lid., M.ckinnon 
Meckenzic & Co., Union Intcrnational Co, (list onds} Ch-:tored Ba 
and Mcrcantile Bank of India agrce policy but would prcfer act in 
unison with Hongkong & Shanghai Bank (stop) Inyocrial Chomical 
Industries Ltd. cannot commit themselves to act before 20th May (Stop) 
Shell have special probloms (Stop) China N:vigation ships will 
continue running for the time being Jchn Siire & Sons agrcc policy 
but cannot join side unless and until after ships have stopped running 
at a later date (stop) Our mccting hopes we can achicve unanimity 
and arrange joint action on above basis Picasc telegraph response 

as soon aS possible. 


(Mozsage ends} 
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CONFI DENTIAL 
COPY OF A TELEGRAM FROM HONG KONG RECZIVED ON 28TH APRIL, 1952 


"S.A. Gray from Sir Arthur Morse: Referring to your telegram 
of 25th China Association (begins) Your proposed wording 
unanimously agreed (stop) We will not give instructions to 
Managers until we learn that note has been delivered doubtful 
if Chinese Government Offices working on lst May (stop) We 
acrece (to) applications should be submitted with least possible 
delay thereafter but doubt the practicability of submitting 
formal applications by 20th Msy because of (one) Documentation 
and translation required may be lengthy proccdure (2) It may 
be necessary to support applications by copy of appropriate 
board minute where control is outside China (3) Branch Offices 
have to submit separate applications (4) We consider that all 
instructions should go by mail (stop) There will be many 
procedural difficulties .nd we consider that we will have to 
be guided Largely by the advice of those in Cnina with regard 
to detailed procedure and they may considcr it practicable to 
Submit a preliminery application to avoid delay (stop) We 
propose that other companies not yet consulted be “dvised as 
soon as the note has been delivered (stop) Presume Lamb will 
keep Shanghai and Tientsin Chambers adviscd (stop) Action of 
' shipping companies groxtly appreciated hore." 


(Message onds). 
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FROM PEKING TO FOREIGN C€ ‘s6 
(This telegram is of particular secreay and should be 
retained by the authorised recipient and net passed on) 


Cypher /OTP PARTMENTAL D ION 


Mr. Lamb 


No. 371 ~~ 2D. 10.50 a.m. ist May, 1952 
ist May, 1952 R. 1.33 pom. I8t May, 1952 


PRIORITY r 
SECRET [ a; a {13% 


Addressed te Foreign | 1 Office telegram Ne. 371 of 


1st May. 
Repeated for inforaation te: Heng Keng 


And Saving te: Shanghai. 
Your telegram Ne. 383; British business. 


Consideration ef your telegram under reference 
which reached me yesterday evening has been cemplicated 
by receipt ef views ef the Chamber ef Commeree in Shanghai 


telegram Ne. 95 Saving te me, repetition ef which will new 
alse be in your pessessien. 


2. Mereever, I shall have te spend nest of teday at 
the May 1st parade, 


3, Im these circumstances, I regret it will net 
be possible Se submit considered views before May 3rd. 
Iwill, ef course, de se as seen a8 possible, but in the 


meanwhile the date fer presentation will have te be left 
fer later decision. 


Fereign Office please yaus. te Heng Keng as aw tele gran 
Ne. 109. 


el sent te Colenial setian for Fopetition te 
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Majesty's Aubassador at the Hague. 
Secretary of Share far. 
presefits his compliments to , OL Por 2 {on ‘ee irs. 
and has the honour to _ transmit 
documents. 


British 


Reference to previous correspondence: 


Description of Enclosure. 


Name and Date. Subject. 


Aide Memoire to the 

Netherlands liinistry 
of Foreign Affairs ; 
dated the 25th Avril, Closure of British 


1952. Business Firms in China’ 


84794 35487 (8) 


atte lea i niall 


AIDE NHEWOTRE 


Closure of British Business Firms in China 
British firms in China have been faced with increasing 


difficulties as the result of a recent campaign inaugurated by 
‘the Chinese Government and called the "Five Antis" (anti-bribery, 
anti-tax evasion, anti-theft of state property, anti-use of 
inaufficient materials and anti-theft of state economic secrete). 
Businees, foreign and Chinese, is practically at a standstill 
while the books of each firm are closely scrutinised by the 
workers for traces of any of these “anti-social activities". 

It is not known how long the campaign will continue. The 
Chinese authorities may request foreign firms to remit back to 
China any_profits remitted abroad in foreign currency in the 


a » 


past. “3 


Other disabilities from which British (and other foreign) 


firms are suffering are; 


(a) The Chinese Government's policy of State trading and of 


transferring trade to the soviet bloc. 

(bd) Increasing labour difficulties. The firms are not allowed 
to pay off redundant staff and are canpelled to make large 
remittances to China to pay wages. Moreover, there is inoreasing 
interference by labour with the management. No help can be 
expected from the authorities in dealing with labour troubles. 
(e) The difficulties of securing exit and entry permits for 
their foreign staff. 

(a4) The unlikelihood of the firms ever being allowed to remit 
their profits from China. 

On the 12th April H.M. Chargé d'arfaires in Peking, acting 
under instruction, presented a note to the Chinese Government 
outlining these difficulties. 

In the circumstences most British firms have decided to 
Close down their businesses in Chine whieh employ Chinese labour. 


/@ome 


Some intend to apply for permission to close at the end of April. 
The firme will probably apply individually for closure and may 

wish Her Majesty's Government's further supporting action in Peking 
with the Chinese Government. There are likely to be many 
difficulties and a firm wishing to close may be faced with exorbitant 
Claime e.g. for paying off their Chinese staff etec., which must 
first be settled to the satisfaction of the Chinese authorities. 
doreover, the Chinese have always maintained that the local 
representative of a firm ie personally responsible for the firm's 
affairs and will certainly refuse to grant exit permite to leave 
China until such claims have been settled. There is, therefore, 
grave danger that British subjects will be held as virtual hostages 
until all claims against their firms, however unreasonable, have 
been paid in full. The local authorities are likely to be unhelpful 
and even hostile. 

Some of the firms still hope to be able to continue to trade 
or to act aa trade agents after they have withdrawn their foreign 
personnel from China. Her Majesty's Government will very shortly 
be presenting a note to the Chinese Government pointing out that 
if the Vhinese are really as anxious to promote trade between the 
United Kingdom and China as their delegation to the woscow Zconomic 
Conference suggested, there are many British firms in Hong Kong 
and Shanghai who have always handled such trade. 

The decision to close has been taken entirely by the firms 
themselves but Her Majesty's Government will assist them to the 
maximum extent possible. Her Majesty's Government are not taking 
the initiative in publicising this decision, but when the news 
gete out, as it is bound to do after firme apply to close, they 
will be prepared to answer enquiries factually and to stress that 
the decision was taken entirely by the firms themselves and does 


not involve any change of Her Majesty's Government's policy towards 
China. | 


/ter 


Her Majesty's Chargé d'Arfaires in ieking and Her Majeety's 


Consul General in %hanghai have been authorised to inform 


appropriate colleagues of the above arrangements. 


BRITISH EMBASSY, 
THE HAGUE. 
25th April, 1952. 
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CONFIDENTIAL 


To: China and Korea Department, 
Foreign Office, 
London, S.W.1l. 
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With the compliments of Her Majesty's 
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Embassy at Peking 
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Ref: Peking P/L despatch to F.O. 
No. 337,0of September 21st, 1951. 
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Peking. 


26th March, ~ 1952. 


BRITISH CONSULATE-GENERAL, 
TIENTSIN. 


"7 84 (II182/3ea/300 IIth. March, 1952. 


Py three copies) 


Confidentiabs 
“¢ pos 


Dear Crowe, | 
I informed Marshall of the International Export Co. @ 
(Tientsin) Limited,’ of the contents of Foreign Office telegram | 
to Shanghai No. 28 of the 4th. March, repeated to me as No.4 4 
He had been asked by Céelvert of Shanghai to get into touch » ith 
_~me on the subject. | as 
| 3.2. With reference to Foreign Office telegram No.29 to Shanghai = 
/, 10512) of the 4th. March, Mershall considers that there is small pros- a 
me pect of a satisfactory conclusion to the negotiations for a I952 ~ 
egg contract. One of the major difficulties concerns agreement 
for the shipment of the 4,000 tons of frozen egg product now s 
stored in the company's factory at Tientsin. There is no refrig» | 
eration space left end unless shipments can be mede there is no — 
point in negotiating a new contract. No ships -re in sight at " 
present, even if an agreement can be reached, which seems highly % 
doubtful. 1 enclose a minute om some of the difficulties -nd = 
cli ims now confronting Mershall, who like meny other foreign bus-@ 
iness men hss been going through a haressing time in recent weeks 
3. The claim for depreciation of a sterling deposit of £250,000, '% 
in London, to which 1 refer in the minute, wes reported in my 


despatch No.329 of the 8th. September,I95I. I hear that the Shine i 
ese h: ve unfolded a new line of argument about this claim, #hen @ 
the deposit was made, exchange was at ¥ 98,000 odd to the £, and, 
when it was repsid exchange hed dropped to ¥ 62,000 odd. The Ch- | 
inese now want compensation for the difference. 4 


Yours ever, 
(Sd.) E.W. Jeffery. 


Consul-General. 


C.T. Crowe, Esq., 
British Embassy, 
PEKING, 
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Seasonal workers are usuélly evployed for egg pecking from April- 
pee age from October-December, but not always in the latter 
montns,. 

Negotiations over the 1952 egg contract are still under way, but 
probably now too delayed for settlement. The International Export 
Company cannot start processing until 4,000 tons of products stil 
1 in stor:ge can be shipped to meke space for refrigeration. 
London re-dy to buy, but Chinese terms sre unrersonable. Chinese 
require tinplates in exchange for egg products, and International 
axport Conpany to buy locally «ny sBipments that ere not made ow- 
ing to failure of a ship to errive for,any reeson. 

Seasonal workers were not employed lest autumn and they demanded 
subsistence. They ere actually employed by China Animal By-Prod- 
ucts Corporation who pay their »ages although they work in Inter- 
national Export Company's factory end Hold I.E.C. gate cards. 
Lebour Bureau maintains thet gate-cards prove they cre I/E.C. 
employess. Agreement reached last November whereby they were give 
n twenty days subsistence, shared half and half by I.E.C. and 
China Animal By-Products Corporation. 

Further demands for subsistence have been made recently by seas 
onal workers who are unemployed. Labour Bureau declzeres that ass- 
istance to them is necessary «nd is to be given in accordance 
with governemnt policy; no rule or regulation cited. Under press- 
ure from the Bureau, I.H.C. were forced to pay them 60 %@ wages 
"during the three -anti campaign" and at the end (indefinite 
future), if work is not resumed, are required to reach a further 
agreement with them. Their number is about 1200, <nd payment is 
to start from Jenuary Ist. lest. 1.H.C., Tientsin, heve no cash 
» only plant «nd 200 tons of frozen eggs as assets, and must ask 
for remittances from Shanghai Office. Shanghai receives rents | 
for the plants at Nenking and Hankow and can,sell stocks, tinplat 
es etc., but cannot finace the new additional heavy demands. The 
claim for depreciation o€ sterling deposit in London against the 
I.E.C. and Jerdines, Tientsin, is still unsettled end a claim 
has now been brought <gainst I.E.C. for alleged excessive charges 
mede in I950 se<son. I.E.C. can obtain no clear information from 
the law-court or elsewhere sbout the exset amount of these claims 


(Initialled) EeWede 
8/11/52. 
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BRITISH EMBASSY, 


PEKING. 
Ist April, 1952. 
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r G/ip 


CONFILDENTiaL i ramuiebieeaaies 


res. 
- 


= v 
Dear Department, : | oe gr [4 7 


With reference to our P/L despatch No. 337 of 21st September, ve 
enclose a copy of a memorandum prepared by the senior representative in 
China of the International Export Company about the various claims made 
against them over certain frozen egg contracts in Tientsin and Shanghai. 


2. This memorandum was prepared for Her Majesty's Minister during his 
visit to Shanghai at the beginning of March in case there was anything 
he thought we could do to help. After further discussion in Tientsin 
with Marshall of the International Export Company's office there and 
Jardine Matheson's local manager, Her Majesty's Minister came to the 
conclusion that there was nothing to be done by us at the moment, the 
cases being technically sub-judice. If however the verdict on the 
appeal on the Deposit Claim were adverse ( as it is almost bound to be 
under present conditions ), then would be the time to consider possible 
representations to the Ministry of Foreign Affairs. 


3. We will report further developments. These cases are of course 
all tied up with the major issue of British business in China now under 


close study. 


Yours ever, 


ZBANCERY. 


China and Korea Department, 
Foreign Office, 
LONDON, S.W.1. 


MEMORANDUM DESCRIBING DEVELOPMENTS IN THE FROZEN 
BGG TRaDE’ SINCE LIBERATION UP TO THE PRESENT TIME 


In March 1949 the Refrigerated Egg Packers Association of China comprising 

the firms of S. Behr & Mathew, Ltd., British Egg Packing & Cold Storage Co., 
Ltd., The Cathay Cold Storage Co., Ltd., China Egg Produce Co., Ltd., 
Henningsen Produce Co. Fed. Inc. U.S.A., The International Export Co., Ltd., 
and Jardine, Matheson & Co., Ltd., signed a contract with the former 

Central Trust of China for the packing and export of Frozen Eggs and made ‘ 
commitments to the Central Trust for a total of 4,511 tons.Frozen Eggs and 

195 tons Dried Egg Products. This contract called for the provision of 
local funds by the Central Trust for the purchase of the eggs up country. 


In April 1950 military operations in the Shanghai area just prior to 
Liberation caused the Packers to suffer serious losses both through the 
violent depreciation of the Gold Yuan currency and the actual destruction 
of cargoes of eggs which had already been bought and were en route to 
Shanghai, The final result was that the Packers failed to meet their full 
commitment to the ex Central Trust and short delivered cargo amounted to a 
total of 395 tons Frozen Eggs and 33 tons Dried Ugg Products to a total 
value of ~93,675, this ficure being eventually reduced to 785,000. A 
clause in the contract ahsolved the Packers from their commitment to deliver 
cargo to the Central Trust if such failure to deliver was due to circumstances 
beyond their control. The Packers, therefore, claimed that their failure 
to deliver the outstanding balance of cargo was due to force majeure. 

This contention was, however, not acceptable to the successors to the former 
Central Trust who claimed that the full amount of the outstanding cargo 
should be delivered to them. The sequel to the non-delivery of this cargo 
is described in item Y of this memorandun. 


During the year 1949 protracted negotiations with the new authorities 
gradually led up to the signing of a contract in the Spring of 1950 for the 
packing and sale of 20,000 tons Frozen Egss to UK at f190 per ton FOB China 


port. The contract was signed between the China National Egg Products 
Corporation ( now the China National Animal By-Products Corporation ) and . 
four Packers, namely, The International Export Co. (Tientsin) Ltd., Jardine, 
Matheson & Co., Ltd., China Egg Produce Co., Ltd. and S. Behr & Mathew, Ltd. 
The Packing was to be carried out at Tsingtao and Tientsin only. Under 
the terms of the contract the Packers undertook to make use of their packing 
plants, machinery and equipment for the processing of eggs from the raw 
state to the frozen state, also to provide expert supervision to assure tha 
the quality of the final product would be suitable for export to UK. For 
their services the Packers were to receive a remuneration amounting to 74% 
of the packed cargo which they would be permitted to export free of payment. 
On their side the China National Egg Products Corporation agreed to supply 
raw cargo to the factories and to pay for the direct cost of processing 
including all seasonal labour required and/or packing materials. Under the 
terms of the contract they received payment at the rate of 7190 per ton 
against shipping documents under letters of Credit opened in their favour 
by the buyers. 


At the start the contract operated reasonably satisfactorily during 1950, 
mainly because considerable goodwill existed and the contracting parties 
were thus able to settle minor differences amicably. Nevertheless, serious 
problems soon arose regarding the interpretation of the contract, 
particularly in respect of liability for payment of taxes and the payoff of 
seasonal labour. These problems were never satisfactorily solved and the 
Packers were obliged to pay large sums by way of taxation and labour payoffs 
which, according to the terms of the contract, should have been for account 
of CNAPC. Nevertheless, during 1950 over 20,000 tons of Frozen Egg was 
processed and exported to UK although by the end of the year it was evident 
that relations between the Corporation and the Packers were worsening. 


/3. 


In early 1951 further negotiations were opened between the Packers and the 
CNAPC for the conclusion of a packing and sales contract for 1951 and it 
was hoped that more mutually satisfactory terms might be agreed upon in 
view of the experience gained during 1950. Unfortunately, the introduction 
of barter trade regulations and the insistence by the Chinese authorities 
that these regulaticns must be applied to the Frozen Egg trade made it 
impossible to negotiate a sale to the UK. Nevertheless, CNAPC decided to 
pack Frozen Eggs irrespective of a sale being concluded and the Packers 
were obliged to sign a contract with CNAPC for processing only and it was 
arranged that this should again take place at Tsingtao and Tientsin. 

As a result approximately 10,000 tons Frozen Eggs were packed during the 
Spring season of 1951 but, unfortunately, these stocks still remain in the 
Packers! cold stores in China dve to: . 


(a) no sale contract having yet been concluded; 


(b) the difficulty of laying on a refrigerated shipping programme from 
China ports under existing conditions. 


Every effort has been made by Packers! London representatives to sell these 
stocks to the MOF and arrange for refrigerated tonnage. It is probable 
that at the present time sale and shipment to UK could be effected if CNAPC 
would make a firm offer to sell. This they have so far failed to do in 
spite of several redent requests. 


During the year 1951 relations between CNAPC and the Packers continued to 
deteriorate, doubtless due to the frustration created by the inability to 
sell and ship stocks of Frozen Eggs, accentuated by worsening international - 
relations. As a result the CNAPC started last Summer to press heavy claims 
in regard to: 


(a) the 1949 Central Trust contract in Shanghai (§) 

(b) the 1950 contract in Peking/Tientsin (§5) | 

(c) The International Export Co. (Tientsin) Ltd.'s 1950 Processing 
Contract in Tientsin. (§¢) 


A short history of these three claims is given below. 


1950 Deposit Claim: 


At the end of June 1951 a claim was lodged against the Packers by CNAPC for 
a sum equal to approximately 7%135,000. This claim is purported to 
represent the depreciation on an amount of 2268,750 which was deposited by 
CNAPC with the Bank of China in London for about one year - from May 1950 to 
April 1951 - and is based on the Chinese interpretation of clause 12 (f) 

of the Supplementary letter relating to the Packing Contract, which reads 

as follows:- 


"The Corporation, in order to assist the Manufacturers to fulfil their 
obligations to the Buyers abroad regarding quality of the shipped 
product, do hereby agree that on shipments covering the first quarter 
(5,000 tons) of the order, only Z140-0-0 (Pounds Sterling One Hundred 
and Forty) per ton net will be drawn. The balance of 2£50-0-0 (Pounds 
Sterling Fifty) per ton net (amounting to ~250,000-0-0 Pounds Sterling 
Two Hundred and Fifty Thousand in all) will be deposited in the Bank 
of China, London, for the express purpose of meeting any claims which 
may arise due to poor quality of the product. But the Manufacturers 
will do all possible to protect the Corporation against any loss owing 
to the payment of the deposit including Bank Interest; and this must 
be borne by individual manufacturers in proportion to their park. 


/In 


In accordance with Clause 6 of the Contract, in case the finished 
product is not up to standard and a claim results, the Corporation 
will counter-claim on the Manufacturers. The amount of the counter- 
claim will be levied on the individual manufacturers responsible for 
such claim either in England or in China." 


In accordance with the terms of the 1950 contract the 7%268,750 was put on 
deposit in order to provide a fund to meet any claims which might be made 
against the buyers as a result of inferior cargo being received in UK. 

The whole of the £268,750 was duly returned intact to CNAPC after all ship- 
ments of Frozen Eggs had been received in satisfactory condition in UK. 

The Packers have accordingly refused to admit any liability in respect of 
this claim, which is based on the allegation that the Sterling deposit 
depreciated in value by approximately 25% during the period May 1950 to 
April 1951, plus a complicated interest calculation at a rate of 14% per 
month. This claim has been pressed by CNAPC and is at present the subject 
of an action in the Tientsin People's Court. instituted by CNAPC against 

the Packers. | 


international Export Co, 1950 Processing Contract Claims. 


In addition to the above claim the International Export Co. (Tientsin) Ltd. 
have received a further claim for JMP 938,000,000 which CNAPC state is to 
cover losses which they allege to have suffered during 1950 due to faulty 
processing, wrong weighing, taxes paid by CNAPC which should be for account 
of Packers, etc. etc. Needless to say, this claim is quite unjustified 
under the terms of the 1950 contract. Nevertheless, it has also been taken 
to the People's Court by CNAPC. Within the last few days the International 
Export Co., Tientsin, have received a demand from 1,200 seasonal workers, 
already paid off during August 1951 at the end of the Spring season, for 

six months! pay to cover the non-working period up to April lst 1952. 

This claim, if met, would cost the Company approximately JMP 2,300 million 
but the International Export Co., Tientsin, have been informed that the 
present official policy is that seasonal workers must be paid by their 
former employers during the period of the anti-corruption movement. 


Shanghai 1949 Central Trust Claim. 


The Packers, in order to establish goodwill, originally offered on 

October 29th, 1949, to settle with the new authorities on the basis of full 
and final settlement by a payment equal to 40% of the valve of the out- 
standing tonnage to be paid off at the rate of 5% of the value of future 
shipments of Frozen Egg. This offer was not accepted by the incoming 
authorities but the matter was not pressed until December 1950 when a further 
letter was received from the East China Branch Office of the China National 
Egg Products Corporation requesting delivery of the full amount of the out- 
standing cargo. In January 1951 and after reference to their Principals in 
London the Packers made a further offer of settlement by a payment of 
¥40,000 against future business, later in the year an attempt was also made 
to settle with the Corporation by a cash payment in local currency equal to 
50% of the value/the outstanding cargo, but both these offers were refused. 


The sequel has been that a Petition was lodged by CNAPC with the People's 
Court, Shanghai, requesting that the Packers should be ordered to deliver 

the full amount of the outstanding cargo and CNAPC also claimed damages for 
late delivery. Hearings of the Petition took place on October 3rd and 25th, 
1951. Judgment was given on January 14th, 1952, against the Packers fora | 
total sum of L164,000 which is almost double the total value of the out- : 
standing cargo and is calculated so as to provide for depreciation of Sterlin 
plus interest at 1.8% per month, this in spite of the fact that the value of 
Frozen Eggs today is the same as it was in 1949, i.e. 190/200 per ton FOB. / 


There can be no doubt that this is a most unreasonable and harsh judgment 
in view of all the facts of the case. Copies of all documents submitted 
to the Court in connection with this case are attached hereto. ‘The 
Packers have lodged Notice of Appeal but are dubious of any satisfactory 
result. 


It is interesting to note that in both Court cases, i.e. the case in 
Tientsin regarding the Deposit Claim and the case in Shanghai regarding the 
1949 Outstandings, China Egg Produce Co., the only Chinese concern among 

the Packers, have withdrawn. In Shanghai the withdrawal followed the 
Manager's arrest under the 5 anti campaign and his staff now state that they 
are willing to pay their share of the Judgment and in Tientsin during the 
hearing of the Deposit Claim CEPCO's representative stated that they would 
pay their share unconditionally. It is highly unlikely that CEPCO are in 

a position to pay these claims in spite of their agreement to do so but 
their acceptance of the Judgment and agreement to pay naturally prejudices 
the position of the other foreign Packers. this is particularly dis- 
turbing as in the case of the Shanghai Judgment, and we must therefore 
assume the Tientsin Judgment will be similar, the Packers were held "jointly 
and severally reasponsible" which could be taken to mean that the British 
Packers may be asked to pay, in addition to their own share, a further 
¥100,000 which represents approximately CEPCO's share of the two claims. 


The present State of affairs, therefore, is that the Packers have claims 
outstanding against them amounting to: 


(a) 1949 Outstandings Claim ¥164,000 (including ¥1,500 costs) 
(b) Deposit Claim 135, 000 
(c) Processing Claim 26 000 

TOTAL: ¥314, 000 


In addition, there is the indefinite liability resulting from claims for 
wages by seasonal workers as described in item 6. 


lt is obvious from the state of affairs described in this memorandum that 
the Packers cannot continue in business under such impossible conditiors and 
unless the present attitude of the Chinese authorities changes markedly for 
the better the foreign egg packers will almost certainly be obliged to make 
an attempt to liquidate their interests and thus absolve themselves from 
furbher liability. Such liquidation might easily involve the handing over 
of Packers' plants to the Chinese authorities in full and final settlement 
of all claims against them and on the understanding that the take-over 
authorities would be responsible for the maintenance and/or payoff of all 
labour and other staff and accept liability for payment of 4@ll taxation as 
from the time of the take-over. It is hoped that it may not be necessary 
to adopt such a policy but if the present trend continues there can be no 
alternative. 


SHANGHAI, 4th March, 1952. 
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17th April, 1952. 


No. 5/0 2 
CLEA 
CONFIDENTIAL 
Copied to Singapore. 


Dear Department, 


We enclose two documents which Shanghai have sent us on the - 
difficulties facing British firms in China at the present time: : 


(a) A copy-of a letter dated February 22nd from Gomersall to the 
Shanghai Tax Bureau about taxation on the Shanghai Worsted 
Mill Ltd.; 


(b) A memorandum prepared by Ovadia on the experiences of the 
Sassoon interests. | 


2. They point up very clearly the way British firms are being 
fleeced. 


3. Incidentally Her Majesty's Minister understood when he was in 
Shanghai at the end of February that the authorities concerned were 
considerably incensed and took Gomersall to task as the result of 
his letter which all goes to show, we think, that it was very much 
to the point. 


Yours ever, 


cPRANCERY. 


China and Korea Department, 
Foreign Office, 
LONDON, S.W.1. 


COPY 


SHANGHAI WORSTED MILL LTD. 
Third Floor, 
220 Szechuen Road (C), 
Shanghai. 


egend February, 1952. 


The Tax Bureau 
SHANGHAT 


Dear Sirs, 


We acknowledge receipt of your Notice No. 
(52) 86, dated 12th February, 1952, advising us that we are 
not allowed to revalue our initial inventory and that owing 
to the fect that we had not computed our cost month by month 


- we are not allowed to cost our final inventory according to 
our books. 


It is to be noted that in business or in 
production, we are not different from other mills in the same 
trade and that in calculating the final inventory of 1950 we 
adopted the same “standard-unit-cost" as other mills did. 

Yhen other mills were encouraged to revalue their assets, we 
also applied for the same treatment, and had good hope of 
being alloved to do so, until we received your above notice 

of refusal. As a result of not being allowed to revalue our 
‘assets, our initial inventory of 1951 in comparison with 

other mills was undervalued to the extent of JMP22,000 million, 
which become fictitious profit in 195l. As we have fulfilled 
all obligations toward the Covernment as other mills did, we do 
feel that the Government fails to give us due protection by 
discriminating us in that regard. 


In calculating the final inventory of 1950, we 
followed the practice of other mills by giving up book costing 
and adopting the “"standard-unit-cost™ which was even lower 
than the formere ve did this on the understanding that the 
covernment had advocated revaluation of assets and that the 
low value of 1950 inventory would be duly readjusted at the 
initial inventory of 195l. Now, the loss shown at end of 1950, 
owing to adoption of low “standard-unit-cost", has been trans- 
ferred to be fictitious profits of 1951. we consider this 
contrary to the principle of levying taxes justly. 


In examining the qualifications you set forth 
for allowing book costing, we consider ourselves qualified for 
such. Your reason given for your refusal in that regard is 
because we had not computed our cost month by month. We wish 
to point out that the main reason for our not computing the 
(cost month by month is because we had been waiting for approval 
,of revaluing our assets. It is understood that the purpose 
of revaluing the assets is to get an accurate picture of the 
financial condition. In other words, the value of those assets 
which have not yet been revalued is irrational and inaccurate. 
To compute the cost month by month basing on inaccurate and 
irrational figures can serve no purpose, neither can it be 
served as reference for production nor as a guide to business 
operation. Moreover, should we know that to compute cost 
month by month is your requirement necessary for adopting book 
costing, we are willing to comply with the ruling and to do it 


/accordingly. 


accordingly. But the fact is that when you snnounced the 
ruling, the time was already very late and we did not find 
sufficient time to complete it. 


In order to comply with your order to file our tax 
return not later than 25th February, 1952, we have attempted 
to make up the balane- sheet and to calculate the profit 
figure for 1951 according to "unit-cost-rate". The figure, 
we consider, has no other meanings than to serve as a base 
for your income tax. ihat the “"unit-cost-rate"™ should be 
adopted by us at all is beyond our comprehension. Among the 
points which most puzzle us are:- 


1) Our flannel, one of our worsted products, is 
different from that manufactured on woollen 
machinery. But according to your ruling, 
the cost of our flannel should be calculated 
in the same way as woollen flannel; that is, 
*®unit-cost-rate"™ of our wholesale price plus 
20% The result is: Our initial standerd 
cost for flannel was JMP 73,075 per meter, 
the fixed final inventory is 177,120 per meter, 
and our wholesale price is only JMP147,600 per 
meter. 


2) The cost of our bunting is JMP50,000 per meter, 
but according to “unit-cost-rate”" it is twice 
as much, or JMP100,000 per meter. 


All in all, the value of all our products are thus arti- 
ficially raised in the same way. The much undervalued 
*standard-unit-cost™ of our 1951 initial inventory, even lower 
than our book cost, are thus turned out to be profit of 195l. 
Moreover, should the market price come down in 1952, a loss 
would be shown in 1952 and that loss ironically has also been 
computed as part of our profit for year 195l. 


We always plan well in advance in meeting our obliga- 
tions toward covernmente vith reference to the amount of 
income tax we prepaid for first six months of 1951 and the 


business turnover of the latter six months of 1951, we sstimated 


the income tax of 1951 would be somewhere around JMP2,500 
million. But far beyond our estimated figure, the total 


amount of our income tax to be paid reaches as high as JMP1O, 000 


million in accordance with your way of calculation. Ve are 


greatly at a loss as to how we are going to pay that staggering 


Sum. 


For the sake of switching our production, we ordered 
from abroad a complete set of machinery manufacturing gunny 
bags. j@ were first ordered to settle the exchange shipment 
by shipment upon arrival and we built up a substantisl sum of 


cash fund during the last few months of 195l. But the Bureau 
of Foreign Trade suddenly reversed their previous decision and 
ordered us to settle the exchange all at once at the end of 1951, 


for which we paid a total of JMP7,400,000,000 and nearly used 
up all our cash reserve. In financing the setting up of our 
jute mill, we will require further large amount of cash for 


constructing factory building and buying raw jute. Our original 


plan is to gradually sell the stock in hand, which will just 


cover the above expenditures. But we find it is difficult to 
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carry out the plan now for there is no market demand and 
we can not sell. If we be asked to pay such huge amount 
of tax now, no doubt it will sffect the very existence of 
our mill and the progress of our jute-mill vroduction. 


Our Company is a Chinese-foreicn joint enterprise, 
with 66% shares Chinese. Yhen the government flosted 
Victory Bonds, we subscribed as other mills did, a total 
of 20,000 points, and fully paid up ahead of time. Dur ing 
the aid-to-front movement, we contributed through increased- 
production and austerity measures a sum of JMP400 million, 
despite the fact tha we had been facing raw material short- 
aZe Since the liberation, the whole worsted trace has 
been facing material shortace and many other difficulties. 
But we always take a constructive policy by trying our best 
to maintain production as long as possible. As a result, 
our mill headed the list of worsted mills as far as working 
days are concerned. vonsequently, we have paid more com- 
modity tax an’ business tax then our fellow mills. 


3 in view of the above facts, we request you to consider 
ths following: 


1) We beg your consideration on our application that 


~ 
a, 


i, 
j@ must be allowed to revalue our assets. 


2) Before the approvel from the Central Authorities 
of our application, we be allowed to calculate 
our profit and loss for year 1951 according to 

our books. 


3) We be allowed to pay our income tax by instalments 
and to extend the period of such instalments over 
your announced time limit’. 
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The above three companies are entirely in- 4 
jependent of each other - they are all public compenies : 
incor »vorated in Hongkong - the Head Offices are in Hone- q 
Kong = the Majority Shereholders are all British subjects 4 
resident abroad. -asS a matter of fact only in the case 4 
if the Cathay Lend Go. . Ltd. sre there some shereholders - : 
about 36. of the share issue = resident in China. . 

These companies operate their business in ; 
China, i.é€. réal estate, hotels ane a laundry through 


‘ -_ 2 fon 2} . L- 
separate Branches in $ 


The Branches in 
Tax Regula aS ,0n6 tag in force 
solely. to ined Tex in Chin 
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sccordance with the Income E 
in this country are subject . 
a on profits, if any, made b 


5 To combat tax evasion which has always been 
prevalent in this country due to the well known method a 
of Chinese persons end entities operating their businesses 

under sifterent names the present Tax Reg ula ations make a 

point thet when ea Compeny runs a mein business and a sub- : 
sidiery business the amuel results of the subsidiary part 4 
of the business cannot be taken in the accounts of the 7 
mein business unless the main and the subsidiery business 4 
nave the same name, 


The three British Comanies referred to pre- 


viously are mainly real estate comp anies , but they also 

own in each case an hotel: the Cathe y Hotel, the Metropole 3 
Hotel and the Cathay iansions; one of the compenies owns B 
qa laundry, i.é. the Cathay waundry. . 


It must be made clear, end this is a statement of 
fact amply proven over a period of years - over twenty years 
in each case, thet the Hotels and Laundry have been an in- 4 
tegral part of the business of the Companies which own them - 
the Hotel end Laundry income has always been pooled with the 
other income of the Companies - the expenses are nrovided 
from the genersl funds of the Companies. It cannot be stated 
under any circumstances that the Hotels and Laundry are 
separate entities or even subsidiaries, they are in fact 
en integral portion of the Companies to which they belong. 


the Tax Buréau have admitted that in our case 


/ these ... 


ind 


these facts are absolutely correct: the contend, however, 
thet becseuse the Hotels and Laundry are called by the 
names which heve been civen to them, the losses incurred 
by the Companies in operating this side of their busines 
cannot be allowed in their final accounts for tax purpos 
The Tex Bureau have further steted that if the Hotels an 
Leundry hed been called respectively Far Sestern Investment 
Cos, Ltd. Hotel, Shanghal Estates & Finance Co., Uta. Hote 
Cathay Land Co., std. Hotel, and Fer Hastern Investment 
COs, tc. Laundry, the losses would have indubiteably bee 
sllowed without question. 

The result of this inexplicable intervretatio 
of the regulstions has been to inflate the profit and lo 
ficures of the Companies for 1951 (totals are given in 

c 
Sterling for the sake of brevity) by some £50, 000 on whi 
= : 
the tax liability amounts. to some £17,000, 

This is a flagrant example of recognized 
eudited losses being converted to a non-existent profit 
for the purvose of collecting taxation. 
te The Tax Buré€sau nas also refused to allow the 
Cot eniés concernsd to write off es considerable amount 
sf bad debts, being in sid Cases rents in défanit, weien 
cannot be collected. The Tax oureagu states that until 
it cen be proved to treir satisfaction that these bad 
dents cannot ve collected, the Companies who operate 
their accounts om an accrued basis must teke in these 
items as. good income for tax purposes, 

The following example will be sufficient to 

how what the Tax Buresu consider “proof to their. satis- 
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Lu LO LE ORS example, otners of a simi ar nature 
could be civen ad infinitum 


By applying the regulations in this arbitrary 
manner the Comanies figures of Profit and Loss have been 
further inflated by another £20,000 on which the tax lia- 
bility amounts to some £6,800. 


As the total tax liability of these Companies 


has been assessed at some £42,000, it wili be seen as shown 


above that 60% of this figure represents claims for taxes 
on non-existent surplus. 
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ENTIAL 6th May, 1952. 


Dear Chancciy, 

Your S/O letter No. 254 (2250/62/52) of 
Aoril 17th about unfair assessment -f British 
firms for taxation, 7 
Zs Ye shoulc be interestec to hear of any 
subsequent cevelonments in these cases ond of 
any other egually flagrant examnles. 

Yours ever, 


CHINA AND KO?WA DEPARTMENT, 


The Chancery, 


British Embassy, 
Peking, 
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(FC 1105/150) 


FOREIGN OFFICE, 36 WV. 1 . 
6th May, 1952. 


CONFIDENTIAL 


Dear Chancery, 
Your S/O letter No. 254 (2250/62/52) of 


April 17th about unfair assessment .f British 
firms for taxation, 7 


ne We shoulc be interested to hear of any 
subsequent develooments in these cases and of 
any other egually flagrant examples, 

Yours ever, 


CHINA AND KOREA DEPARTMENT, 


The Chancery, 
British Embassy, 
Peking. 
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BRITISH EMBASSY, 


PEKLNG * 


28th March, 1952. 
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No. S/O 217 
CEIETES 


CONFIDENTIAL 


Dear Department, E. wos] 3S 


With reference to our telegram No. 198’about the 
difficulties suffered by British business men in China, 
catetarian we enclose a copy of Shanghai letter No. 77 of March 19th 
to us with two memoranda which are supplementary to the 
Chamber of Commerce's general memorandum enclosed in our 
WA letter No. 68. These were promised to Her Majesty's 
Minister when he was in Shanghai by way of a brief in the 
event of his making any specific representations in this 
respect. 


Yours ever, 
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China and Korea Department, 
Foreign Office, 
LONDON, S.W.1. 
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COPY BRITISH CONSULATE GENERAL, - 


SHaNGEal . 


BY Salk HaND 
CONFIDENTIAL . 19th March, 1952. 


No. 77(31/2/6/52) 


Dear Chancery, 


Your telegram No. 198 to Foreign Office of March llth. We 
now enclose copies in quadruplicate of two memoranda supplementary 
to the general memorandum referred to in paragraph 4. 


Zi 'at is a sugcestion by the Chamber of the form which the 
general statement of disabilities referred to in paragraph ® 
might take. 


oF 'B' concerns the question of commissions and profits retained 
abroad referred to in paragraph 3. This has been drawn up for 
your background information in case the authorities shovld decide 
to move. It is also, incidentally, being made available to all 
British firms concerned so that, should the need arise, a united 
front may be presented. Finally, it is proposed to discuss it 
at the Joint Chambers of Commerce in order to enlist the support 
of other foreign firms. For this reason it is quite possible 
that the same or similar memoranda may arrive in Peking through 
other channels, e.g. Swiss and French. 


Yours ever, 


CHANGHAL CONSULATE GENERaL, 


The Chancery, 
British Embassy, 
PEKING. 


British merchants in China, intent on developing trade 
between China and the U.K., and persuaded that they could 
usefully contribute to the developments of the vast resources 
of the country, remained at their posts during the liberation. 


They had to contend with many difficulties during the 
transition period, difficulties so great as to cause many of 
the smaller traders to close. The larger ones carried on, 


hoping for better conditions, but these hopes have not 
materialised, 


The most serious problems may be briefly stated;- 


1. - Foreign factories are taxed on a much higher 
level than Chinese factories, owing to the fact 
that they are not allowed to revalue their assets, 
or derive any benefit from the various measures 
designed by the People's Government to assist 
industry. In Some instances, this has resulted 
in the payment of taxes amounting to thousands 
of millions of J.M.P. more than those paid by 
Chinese companies. The taxes are so gigantic as 
to threaten to ruin all these factories, and their 
great contribution towards the industrial develop- 
ment of China will be lost. 


ener +S 


2. - There were lengthy delays in the application of 
regulations governing the liquidation of those 
who wish to close down, resulting in enormous 
additional expenses, 


de - Decisions handed down by the Courts have sometimes 
been unfair. 


4, - No entry permit has been granted to Britishers for 
over six months, and exit permits are often held up 
for lengthy periods - especially for men in responsi- 
ble positions - without any reasons being given. 


Oo. - Most regulations are capable of several interpreta- 
tions and clarification is particularly needed in 
regard to the ruling contained in the Central Tax 
Administration Gazette, Vol. 2, Sec. 2, dated 16th 


January 1952, on the subject of margins retained 
abroad. 


6. - Negotiations for retrenchment of staff and workers 
have been so difficult and lengthy that most con- 
cerns so affected can no longer carry on and are 
now faced with bankruptcy. There are many cases 
where workers, receiving full pay, have been idle 
for more than two years. 


7. - Permission to dispose of certain types of assets, 
such as buildings and machinery, to meet. expenses 
is in nearly every case unobtainable. 


These are some of the major difficulties, No mention 
is made of the lesser difficulties inherent in the situation. 


15th March 1952, 


+ 
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DEFINITION; "MARGINS" 


This word as used in the present letter and accompanying 
memorandum means excess of price realised on sale of goods 
Over nett cash cost of goods to the trading firm. “mMargins® 
are derived from agency commissions and/or deliberate additions 
and represent funds required to cover overheads and irrecover- 
able out-of-pocket expenses incurred in connection with trading 


as well as providing anything to be retained as "profits", 
\ 


TAXATION OF MARGINS RETAINED ABROAD BY FOREIGN COMPANIES 
ON CONTRACTS SIGNED IN CHINA. 


AS part of the present 5-antis campaign, many of the 
leading British and foreign trading firms are in the 
process of being closely investigated, with particular 
reference to margins retained abroad by their Head 
Offices and/or agents on contracts signed in China. 


In the course of these investigations, officials concerned 
have implied that in respect of all contracts signed in 
this country it is not permissible that any part of the 
income should be retained by Head Offices abroad. The 
argument is apparently a dual one - 


a) that all income from such transactions is taxable 
in China, and 


b) the retention of any margin abroad is defrauding the 
country of foreign exchange. 


This is a question which affects the whole of foreign 
trade in China, and it is submitted that the argument is 
untenable for the following reasons;- 


} All large foreign companies in China are merely 
Branch Offices. Their Head Offices are abroad 
and it is the duty of the Branch to serve as a 
feeder and to contribute to the income of the 
Head Office, 


Under trading conditions of recent years Head 
Offices have, apart from their normal functions, 
been compelled to provide in Hong Kong and else- 
where exceptional services and facilities for 
the handling of virtually every China order and 
it is both legitimate and essential for them to 
retain margins to pay for these services. 


Arising from (ii) it is correct to say that 
although contracts have been signed in China, 
the major part of their execution has in fact 


been undertaken by the seller's organisation 
abroad, 


In this connection there is an article in the "Central 
Tax Administration Gazette™ Volume II, Section II, dated 
16th January 1952, reading as follows,;- | 


" 1) Foreign firms should also pay the industrial and 
commercial tax. However, the scope of taxation 
for such industrial and commercial enterprises is 
restricted to operations within the boundaries of 
this country. Operations not within the boundaries 


of this country, even Industrial and commercial 
enterprises operated by Chinese, or branch and sub- 


branch organs in foreign countries. will not be 
3 ec re) e industrial and commercia ax. 


For this reason, article 6 of the Bye-laws for 

the provisional Regulations Governing Industrial 
and Commercial Tax provides: tan industrial and 
commercial enterprise that maintains a principal 
organisation in this country with branches abroad 
and vice-versa is liable to taxation on the basis 

of the business turnover and the income of its 
principal organisation or branches in this country.! 


In other words, when business operations take 
place within the boundaries of this country, 
resulting in profit revenues, foreign nationals 
and Chinese should equitably perform their duty 
of paying taxes, irrespective of nationalities. 
This is a new phenomenon in the formulation and 
implementation of the tax law by the People's 
Regime of New China, and could not be realised 
under the Reactionary Regime of the past. "* 


This clearly implies that profits by offices abroad are 
legal, and that from the taxation angle firms are comply- 
ing with the requirements of the law in paying taxes only 
on local profits and commissions representing remuneration 
for their services within the boundaries of this country. 


While there have been no actual demands made as yet, 
either to remit profits into this country or pay tax on then, 
and while there is reason to believe that a final clarification 
of the People's Government attitude on this important matter 
will shortly be forthcoming, it is felt that the issue is of 
such importance to the future of all foreign trading firms 


that the maximum of resistance to any such claims should be 
organised. 


With this in view, close touch is being maintained among 
foreign Chambers of Commerce here and it would be appreciated 
if you would be prepared to assist in submitting a statement 
to the Peking Authorities if and when it has been satisfactorily 


established that the sub horities are taking action along the 
lines anticipated. 


It is felt that there is no better way of emphasising 
the importance of the issue at stake than by describing in 
Simple terms the course of action which the People's Govern- 
ment might choose to follow should they decide to endorse 
and press home the interpretation of their regulations that 
their own local officials appear to be adopting. Based on 
their own interpretation of the words "Operations within the 
boundaries of this country" they may insist that all margins 
or handling charges retained by Head Offices abroad on all 


import and export contracts signed in China over the past three 
years should have been - 


) Declared 

) Remitted into this country 

) Subjected to business tax, and 
where applicable - income tax. 


a 
b 
Cc 


On the grounds that the foreign firms in question had failed 
to do this, they could press two serious charges under the 


following headings; - 


a.) Stealing the Peoples assets 
b) Tax evasion 


The first charge would be based on the claim that the foreign 
traders had robbed the People's Government of foreign exchange 
by adding to the hard currency price of the imports and by 
reducing the Government's rightful foreign exchange earnings 
from their exports. They might also raise the charge that 

the profits made abroad had been illegal and excessive, 


In cases where the Government has no means of 
establishing what profit had been retained abroad, they could 
make an arbitrary assessment of so much percent of each firm's 
import and export turnover for the past three years, They 
could demand that this sum should be remitted into the country 
within a period of so many days, after which a penalty of so 
much percent per day would be added for non-payment and they 
could in addition, under their tax regulations, assess a fine 
of anything up to five times the amount remitted. When it 
is realised that the total of all import/export contracts 
Signed by British firms in China over the past three years 
must run into several millions of pounds sterling, it will 
be readily appreciated that the Government could press home 


Claims which would ruin many of the smaller firms and cripple 
the strongest. : 


Alternatively, the Government might as a first step 
choose to establish the principle by taking a lenient view in 
some cases with the object of encouraging some of the firms, 
either big or small, to meet their demands under this heading. 
Once having established the principle, they could apply their 


tax and finance regulations in a more arbitrary manner whenever 


it suited them to do so, [t is, therefore, most important 
that the foreign firms should stand together on this issue and 
try to avoid any precedent being created through one or two 


of their member Companies being tempted to clear themselves 
by submitting to a small fine. 
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MEMORANODUMUM 


POSITION OF BRITISH FIRMS IN CHINA IN RELATION TO THEIR HAD 
OFFICES AND CORRESPONDENTS ABROAD AND THEIR METHODS OF OPHRATING. 


All foreign firms operating in China have expenses abroad 
directly connected with their business and organisation in China, 
and which must be paid for out of that business if they are to 
continue to operate. apart from "normal" expenses abroad, condi- 
tions of recent years have made it essential to provide additional 
special facilities in Hong Kong in connection with business in 
China - e.g. taking care of shipping, storage and finance, hand- 
ling the export end of barter transactions, etc. 


When the China organisation is a branch office it is 
usual for the payment of these expenses abroad to be undertaken 
by Head Offices ex funds derived from commissions, if any, and 
from margins added to the initial cost of goods. Such funds 
are in no sense a profit by China offices, they cover Head Office 
charges for all services provided by them to China organisations. 


If Head Offices cannot or do not provide such services, 
or if China firms have no direct associations abroad, they must 
make Similar financial provisions themselves, or leave it to 
their agents or correspondents to do so, 


In certain circumstances branch offices in China deal 
direct with - 


a) Manufacturers for whom their Head Office is 
the recognised agent 


b) Correspondents with whom their Head Offices 
have long-standing agreements, both in regard 
to commissions due to correspondents and 
commissions retained by correspondents for 
Head Office. 


Although in such dealings Head Offices are initially by-passed, 
they eventually have to provide the same services and facilities 
as if the business were initiated through them and are consequent- 
ly obliged to retain appropriate margins. 


Margins retained Abroad on Imports into China: 


These can be divided into the following four categories; 


a) Agency commissions 


b) Margins added to manufacturer's price by the 
Head Office before submitting the offer to 
their China Branch. 


c¢) Margins added to manufacturer's cost by corres- 
pondent before submitting offer direct to China 


branch, part of which may be retained for Head 
Office abroad. 


Margins in hard currency added to Head Office or 
Correspondents cabled price by branch office in 
China for retention by Head Office abroad. 


e 


Exports; 


a) Margins made by Head Office on resale of goods 
purchased from Branch Office in China. 


bd) any share of profits made by Correspondents or 


principals abroad on purchases from branch office 
in China and credited to Head Office account. 


EXPLANATIONS 


Imports ° 


a) agency Commissions; 


Agency commission is paid by most manuracturers to 
their selling or distributing agents. [It is not an 
additional charge against buyers and does not affect 
the price buyers have to pay. The cost of any article 
is made up of the cost of manufacture, plus cost of 
marketing. AS an alternative to setting up widespread 
offices of their own, manufacturers in most cases find 
it cheaper and more convenient to appoint agents and 
pay a commission. This commission represents the manu- 
facturer's contribution from the "marketing" side of 
their own price build up to the agents! overhead expenses 
in providing agreed organisation. It is credited to the 


Head Office of the Company with whom the agency Agreement 
is made, 


Additions to Manufacturer's price by Head Office; 


— oe 


This applies in cases where Head Office obtains offers 
of supplies for relay to China branch. Margins are 
added by Head Office to provide themselves with the 
income which they consider necessary and legitimate to 
cover the part they must play in making a transaction 
possible. [t is to be remembered that in addition to 
routine services for Branches they must, under recent 
conditions, be prepared to assume quite exceptional 
duties ranging from handling, storage and forwarding 


from Hong Kong, to providing finance over varying and 
often unpredictable periods, 


Such additions are essentially a part of c.i.f. cost 


and are in no sense profits obtained by China branches 
in business concluded by them. 


Margins added to Manufacturer's price by Correspondents 
Abroad: 


A certain amount of business is done direct with corres- 
pondents abroad. These correspondents are parties with 
whom Head Office of the China Company has set up working 
arrangements in order to provide wide market coverage. 
These arrangements include provision that in dealing 
direct with China Branch the correspondent shall add 


margins to cover their own and the Head Office's services 
just as in (2). 


e 


d) additions by Branch Offices in China to Cabled prices: 


It occasionally happens that China offices book business 
at foreign currency prices higher than those cabled by 


Suppliers. The two instances in which this may occur 
are - 


i) Under circumstances of known or suspected 
competition it has been customary for suppliers 
to give limit or "fighting" prices on the clear 
understanding that their representatives will 
do better if possible. 


ii) Buyers may require services abroad which were ‘ 
not provided for in the original offer. 


to the Company in China, nor can such addition be 


f 
In neither instance is the addition in price a profit : 
regarded as illigitimate business practice, 


CONTROL OF ABUSE: 


As has already been indicated, the provision in one way 
or another, of margins to be retained by parent organisations ; 


abroad is an essential pre-requisite of their operating trading 
offices in China. 


The incentive and scope for abuse by this type of 
organisation is negligible. When submitting offers they must’ 
expect their buyers to be in touch with all competing sources 
of supply. If prices are too high they will neither obtain 
orders nor secure confidence and goodwill of the buyers, which 
are their cardinal objectives, 
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In addition to this natural safeguard, additional con- 
trols on excessive prices are provided by the import licensing 


system of the Foreign Trade Control Bureau and by ceiling prices 
for local currency sale, 


EXPORTS: profits made by Head Office abroad on Resale of 


Exports purchased from Branch Office in China; 


In such instances it is maintained that the operation 
concerned is not "within the boundaries of this country" and is 
therefore not subject to industrial and commercial tax in this 
country in accordance with paragraph 1 of the article quoted in 
the Central Tax Administration Gazette. This equally applies to 
any share of profits credited to the Head Office by correspondents 
abroad when exports are made direct to these correspondents for 
disposal, Furthermore, the barter system instituted by the 
Government has resulted, for the past few months, in the exporters 
obtaining a substantial premium from the importers and this has 
meant that exporters have in many instances been forced to sell 
their goods at a lower price abroad than the floor price surrender- 
ed to the People's Government, In any event it is submitted that 
the Government gets a very full return in hard currency on all 
its exports abroad by its system of floor prices and export per- 
mits, These floor prices are frequently adjusted inrelation 
to the world market price abroad and are often as a matter of 


Government policy maintained at well above the world market 
price, 


I) 


II) 


III) 


A memorandum has been prepared which defines clearly 
the different types of margins retained abroad by foreign firms 
and the reasons why they consider they should be entitled to 
retain these abroad free of China taxation. There are, however, 
One or two general observations in relation to this whole ques- 
tion to which it is desireable that the attention of the 
Authorities be drawn. 


Tt is contended that since Liberation the various 
Government guthorities connected with International % 
trade such as the Government buying organisations a 
with whom the bulk of the foreign trade is conducted, 4 
have always been fully aware that Head Offices out- ’ 
Side China have, in many cases, retained some form 
of commission or margin for their own account on 
contracts signed by their Branch Offices operating 
in China. There are cases where the Government 
trading organisations have allowed hard currency 
commissions on exports, and higher prices, which 
in effect meant additional margins on the contract 
price of imports, 


It must also have been fully appreciated by Government 
trading officials that there would be no incentive for 4 
the foreign trading company to operate in China, a 
particularly as the remittance of funds from China ~ 
abroad is forbidden, if at the same time their associates 
outside China were not permitted to retain any margin . 
on contracts signed in China. They must therefore 4 
realise that if margins abroad are not going to be 
permitted, there will be no alternative but for the 
foreign trading companies to withdraw from China. 


While the Government may claim that they are in no 4 
sense interested in how other Governments treat “— 
taxation problems of this nature, it might be as 4 
well to remind them that at least two countries must 

be involved in every international trading deal. If 

they are going to insist on foreign companies bringing 

in profits made on contracts signed in China, the 

reverse should presumably apply - for example, where q 
the deal is between China and U.K. or Hong Kong, the 4 
British Government or the Hong Kong Government should “’ 
take the same stand and insist that profits made by 4 
the China branch of Chinese firms operating in their 

territory on exports to England or Hong Kong, should 

be remitted to England/Hong Kong and taxed there. as 

no remittances are permitted from this country for such 

or any other purposes, presumably a reciprocal law could - 
be instituted in England/Hong Kong and this would q 
automatically bring all trade weryeen the two countries 
concerned to a standstill. 
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resicence permits. 


ere is wide differentiation in the 
the Chinese local authorities deal with foreign 
residents’ permits when their valiiity expires. 
Some are renewed:.for a further period of a few tinonths 
fairly promptly, others only after some months!’ Jelay. 
Some foreif¢n residents have succeeded in obtaining 
and submitting Porms of application for renewal, but 
the permits have not been renewed; others are tola to 
await permission even to apply for renewal. Some man- 
age. to obtain an official receipt or chop on their 
pernits indicating that they have applied for renewal; 
others cannot get even this. Probably well under 50% 
of British residents possess valid residential permits, 
and among this number many managers of firms are not 
included. 


ae 


No reason for this state of affairs can be 
guessed at, 
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No. 92 (1340/18D/9) of 30th March, 1952. 
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Ls De and Labour Insurance resruleations. 
» Pa 


The menager of the company remarked that 
tne company had recently retired about half-a-dozen 
workers, men aged 60 and women aged 55, and had 
made no payments to them on retirenent. “he workers 
came within the vrovisions of the labour insurance 
beg ulations, as a result of the company's contribu 
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CLOSURE OF BRITISH FIRMS. 


POSSIBLE RETALIATORY ACTION AGAINST 
THE CHINESE. 


The Secretary of State has said that he will submit a 
paper to the Economic Policy Committee outlining what action 
Her Majesty's Government might take to assist British firms 


if the Chinese try to prevent them from withdrawingfrom China 
on reasonable terms, 


Ce As we know from earlier discussions on this question, the 
weapons in our hands are few - and double edged. In considering 
their use, therefore, it is difficult to see where the balance 

of advantage lies - with ourselves or the Chinese. As the issues 
are so controversial I have reluctantly come to the conclusion 
that we cannot begin to draft the E.P.C. paper until we have 

had preliminary discussions on its form with the other Government 
Departments concerned. This preliminary meeting should take 
place soon, probably at the beginning of next week. 


3. I suggest that the following forms of retaliatory action 
might be considered:- 


(i) Counter claims. e.g. outstanding railway loans, 
Chinese obligations to the ex-employees of the Shanghai 


Municipal Council, the unpaid balance of the Stabilisation 
Board funds, etc. 


(ii) Control of remittances (to prevent the British firms 
from being blackmailed). There has, of course, already been 
considerable discussion - and differences of opinion - about this 

- (i114) Control of remittances from Malaya. 
‘(iv) Freezing of Chinese sterling. 


.(v) Seizure of Chinese property and assets abroad, 


- (vi) Prohibition of all trade with China. 


(vii) Withdrawal of Her Majesty's Charge d'affaires and/or 
all representation in China. 3 | 


ue. I am trying to find out appropriate details of (i) and (v) 
above. 


or I have put these suggestions to the Treasury, Colonial 
Office and Board of Trade, explaining why 1 think a preliminary 
meeting necessary. They have agreed generally and will try 

to clarify their views on these individual points before the 


reliminary meeting. Treasury will try to produce details on 
(434) and (iv) above. 


6. (i) above does not strictly speaking involve + geal 
action, but I suggest that there may be a stage when 

it would be appropriate for Her Majesty's Charge d'affaires 

to present a note couched in terms of pained surprise rather 
than anger, pointing out that the Chinese claims against British 
firms are fantastic and unreasonable and at the same time 


/pointing 


pointing out that we have equally valid and outstanding counter 
Claims which we have not presented. Then, if this produces no 


result, we shall reluctantly have to proceed to direct 
action. 


Te Mr. Ogilvy Webb of the Treasury has made it clear to me 

that the Treasury consider we have not adequately stressed in 

our proposed second note to the C.P.G that the firms will expect 
compensation. Treasury therefore consider that the firms are 
throwing away a valuable bargaining counter. Mr. Ogilvy Webb, 
who is new to this problem, obviously considers that we have 

all become too pessimistic in outlook. I am sceptical but this 
point might be borne in mind before we send the final version 

of the second note to the Chinese. 


oP We Can expect the C.0O. to oppose any form of retaliatory 
action. : 


96 I am undecided whether this preliminary meeting should be 
at Under-Secretary level or lower, If it is held at a lower 
level, we are not likely to get very fare On the other hand, 


the issues do not seem to me to be sufficiently clarified for 
Mr. Scott to wish to consider them. 


obo 


(J.K. Drinkall) 
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Closure of British Firms 


And Possible Future Developments. 


. I suggest the sequence of events 
will be as follows:- 


1) The firms will apply to close. 
2) The Chinese will either say - 


(a) the firms could not close at 
present due to the Five Antis 
Movement. 


(ob) They can close, provided they 
comply with the law. 


This would mean the opening of very 
lengthy negotiations on the lines of 
the B.A.T. Closure. 


MARGIN. 


3) The firms’ local funds will be 
exhausted. On the assumption that 

the firms do not remit to China, their 
Managers will be imprisoned. This may 
or may not be accompanied by intensive 
Chinese propaganda. 


IN THIS 


h) At this point, Mr. Lamb will 
presumably be instructed to present 

a note explaining Her Majesty's Government's 
support of the firms in not sending 
remittances, pointing out that there are 
many outstanding British claims against 
the Chinese, and emphasising H.M.G's 
desire for friendly relations, and 
appealing to the Chinese to be reasonable. 


5) If there is no outburst of Chinese 
propaganda, I think it will suggest 

that the Chinese may be prepared to be 
reasonable. In this case, I suggest 

we should leave the Managers to languish 
in jail. This will not be pleasant, 
but I am sure that we should, not be 
over-hasty in taking counter-action when 
‘our cards are so weak. 
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| If there is a strong outburst of 
Chinese propaganda, I think we can dssume 
that Anglo-Chinese relations will 
deteriorate rapidly. 


Of the seven forms of possible counter- 
action suggested in paragraph 3 of my 
Minute FC 1105/153, (1), (411) have been 
' considered above. I understand that. © 
Treasury will show that (iii) is: not a good 
form of counter-action, because remittances 
from Malaya are rapidly dwindling. 
tay? ~- Freezing of Chinese Sterling - and 
'(v) = Seizure of Chinese Property and Assets 
' Abroad = will almost certainly result in the 
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Mines. 


Chinese taking over H.M.G's property in 
China, as well as that of the firms. It 
would, ipso facto, mean the end of even 
limited diplomatic relations with China. 
(vi) - Prohibition of all Trade with China, 
would, I imagine, mean the deliberate 
strangulation of Hong Kong by the Chinese, 
or a direct attack which would presumably 
mean ware 


For the reasons given above, I do not 
consider that counter-action along the lines 
of iii, iv, v.or vi., would be practicable. 
I consider, however, that we might take 
limited action along the lines of vii., 
by withdrawing Mr. Lamb for consultations. 
If this was done immediately after he had 
presented a note to the Chinese Government 
stressing the serious view which H.M.G. 
took of the situation, it might induce the 
Chinese to be more reasonable, particularly 
if there had not been any outbursts of 
propaganda on either side. I do not 
consider that the circumstances would 
justify the withdrawal of all our representat 
in China, and in any case, to do so at 
exactly the moment when British subjects 
were being imprisoned in increasing numbers 
in China, would surely cause an outburst 
in this country, even though it is generally 
known that our representatives in China 


are powerless to help. 


eKe Drinkall. 
6th May, 1952, 


There was a meeting on May 6th, The 
following were present: 


Mr, Lloyd and myself; Foreign Office: 
Mr. Ogilvy Webb; -. Treasury: 

Mr. Heasman; Bank ef England; 
Mr. Levine; Board of Trade; 


Mr, Hall and 
Mr. Kelvin Bal Golonial Office. 


The follewing action was agreed, 


(a) Suggest the words "semi-official" 
should be deleted from the last 
sentence of paragraph 35 of Foreign 
Office tel. No. 384 to Peking (the 
Second Draft Note). 


In connection with the question of | 
remittance control, a letter should 
be sent to the China Association 
asking them for the pb dec chee 
information: 


—rr ia 


MARGIN. 


IN THIS 


NOTHING TO BE WRITTEN 


Minutes. 


(i) Details of current remittances 
to China for maintenance purposes; 


(ii) Details of outstanding claims 
against the firms, e.g. outstanding 
law-suits ; 


(iii) An estimate of the probable cost 
of closure for each firm. 


| Draft letter to China Association accordingly. 


(c) The Colonial Office and the Bank of 
! England should jointly send the 
os telegram to Hong Kong asking if the 
F cHos/ 167 : Gevernor Would be prepared to 
| introduce Hong Kong Dellar Exchange 
Control vis-a-vis remittances te 
China, It would be suggested that 
having introduced such control 
he could issue an open general 
licence only é#cepting these firms 
who had offices in China which they 
were trying to close, (The 
Treasury were very insistent that 
if the firms were allowed to shelter 
behind H,M.G., there must be no 
question of individual firms later 
"Selling the pasg"). 


MARGIN. 


IN THIS 


In discussion the following points were 
made3— 


Counter Claims: H.M.G had no outstanding 
claims against the C.P.G. except insofar as 
: the latter inherited the obligations of the 
| Nationalist Government. 


Remittances from Malaya: Direct remittances 
from Malaya to China were £2,000,000 in 

1950 and £4,000,000 in 1951. It was 
probable that at least twice this amount 
went to China indirectly through Hong Kong. 
Remittances frem America to China indirectly 
through Hong Kong amounted to about 

-U.S. dollars 50,000,000 a year at the present 
' time, It would be impracticable to contrel 
remittances threugh Heng Keng; it would 
antagonise the Chinese in Malaya, The loss 
ef these remittances would not hurt China 

| very much, For these reasons it was agreed 
that ne control of remittances from Malaya 

| should be introduced, 
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It was agreed that to attempt to freeze 
Chinese sterling, seize Chinese assets 
abroad, or prohibit trade with China would 
net be appropriate methods of retaliation as 
in eack case we should on balance be the 
losers, 


: We will draft a paper fer submissien te 
|the Economic Policy Cemmittee and circulate 
ito the other Government departments for their 
_cemments. A mutually agreed paper will be 
‘submitted to the F,E,0.C. with a recommenda- 
‘tion that they submit it to the #.P,C, 
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As the F.E.(0).C is to hear an oral 
statement by Mr. Scott on this subject on 
Tuesday morning, 13th May, I should be 
grateful if Mr. Drinkall would prepare a 
brief for Mr. Scott to speak from, covering 
shortly the action taken so far (a) with 
the China Association and Mr. Lamb on 
representations to the C.P.G., and (b) with 


the other departments concerned on retaliatory 
action. 


Ze As a number of the firms who are members 
of the China Association have their head 
offices in Hong Kong, I think it would be 
worth asking the Colonial Office to let the 
Governor of Hong Kong know of the enquiry 
addressed to Mr. Mitchell in my letter of 

7th May in case the Hong Kong authorities | 
are approached about this by the represen- 
tatives of British firms there. 
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(C.H. Johnston) 
lOth May 1952 
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Draft jJetter,. 


GA. Mitchell, 
BS. , 
China Association. 


Mr. CeHe Johnston 


FORHIGN OFFICE, S.W.1. 
May, 1952. 


We have been having discussions about 
the question of control of sterling remittances 
raised in your letter of March 19th. | 
Ss It would help us very much if we could 
have information on the following points 
in respect of the individual firms 
represented in the China Association:- 

(i) Details of current remittances to 
China for the purpose of maintaining existing 
offices. 

(ii) Details of outstanding claims 
against the individual firms: e.g. outstanding 
law suits. 

(iii) An estimate of the probable cost 
of closure for each firm, 
je We realise that, particularly in the 
case of (iii), the figures can be only a very 
rough guess. We are, however, anxious to 
have some idea of the current drain on 


sterling and the likely drain on sterling 


 @uring the negotiations for closure. ‘We 


would prefer to have approximate figures 
in the fairly near future rather than wait 


longer for detailed figures in which we are 


(AK . 
ea ° 


2°”. 


not really interested, 


FORSIGN OF FICS, S.iiele 


We have been having discussions about the 
question of control of sterling remittances raised 
in your letter of March 19th. 


2. It would help us very such if we could have 
information on the following points in respect of 
the individual firms represented in the China 
Association:= 


(4) Details of current remittances to China 
Gor the purpose of maintaining existing offices. 


(44) Details of outstanding claims against 
the individual firms: e.g. outstanding law suits. 


(iii) An estimate of the probable cost of 
closure for each fim, 


Je ve realise that, particularly in the case of 
(111), the figures can only be a very rough guess. 
v@ are, however, anxious to have some idea of the 
current drain on sterling and the likely drain on 
sterling during the negotiations for closure. se 
would prefer to have approximate figures in the 
fairly neer future rather than wait loner for 
getailed ficures in which we are not really 
interested, 


(C,H. Johnston) 


GeAe Mitchell, EBGe» 
China Association. 
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BY SAF"! HAND | British Consulate General, 
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China &« Korea Department 
(3 copies) 7 


fo j 
Dear Chancery, Pa : 


Our S/O letter No. 61(16/1/5/52) 
of 29th February 1952.. 


We now enclose copy of Gomersall's 
letter of 14th February to Jeo Sou-shih. 
There have been no developments in his case 
as yet; it remsins to be seen whether his 
frenk confession or this frank attempt to 
curry favour will produce results. 


Yours ever, 


SHANGHAI CONSULATE GUNERAL. 


The Chancery, 
British Embassy, 


14th February 1952, 


Dear Sir, 


I am a British merchant and an Blectrical 
Engineer. I established the China "ngineers, Ltd., in 1928, 
which in peace time supplied textile machinery te every cotton 
mill in China, worsted machinery te mest of the worsted mills 
and pewer plants to about ten power companies. Today they 
all form a component part of the national industry, either 
private or public. 


At the beginning of the Japanese invasion, my 
company saved textile machinery electrical equipment, valuable 
metals, and three large cotton mills from Japanese seizure, 
which teday remain a part of the national industry. 


My company is the sole agent for more than 50 of 
the most prominent manufacturers in England, including 20 
textile machinery manufacturers. 


Locally, my company is associated with Phe Shanghai 
Worsted Mill and the China Printing & Finishing Ce., Ltd. 
After the liberation my company supplied or agreed to supply 
large quantities of cotton, wool, pewer plant, textile 
machinery, worsted machinery, jute plant, etc. etc. 


. During this drive against irregularities under 
five categories, 1 have directed my attention to some irregu- 
larities, real or apparent, and have listed same to the best 
of my ability. I took the only preper course, and cenfessed 
to all the facts which existed, or are believed to have existec 
and which I deem are not exactly right, or which the Union 
would regard as mistakes, or which the Authorities might want 
to leok into, and te decide whether they are right or wrong. 

I have made a sincere and straightforward statement which, 
however, may be incomplete, because most of the materials must 
be obtained from the Head Office in Hongkeng. I have, however 
done my best to unload the "dark side” of my case. I am 
certain the Government will mak- a reasonable and just disposa] 
of my company's case, fer which I confidently wait. 


Now I would, respectfully ask the Gevernment to 
consider all aspects of my cempany's case and my past career, 
which has been devotéd to sergice to and friendship for Chines 
and her people. 


I witnessed the liberation of Shanghai and saw the 
excellent behaviour: and discipline of the Liberation Army. 


While ether foreign companies closed their busi- 
ness, I leoked forward, and continued to supply all essential 
machinery and merchandise te private and public enterprises. 


In March 1950, I left fer England for the purpose 
ef telling my peeple at heme that they sheuld maintain their 
trade with China, and te acquaint them with the real condition 
ef China, and I warned against being misled by the reckless 
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reperts of those who had left China and were not acquainted 
with the real facts. I camback to China in August 1950, with 
confidence and hepe that there would be a great future be tween 
China and England! I felt then, as f feel now, that Zngland 
being an industrial country, can Supply China's needs; while 
China, as an agricultural nation, can supply the needs of 
"ngland. 


In March 1951, I visited England again and was away for 
six months. I travelled in England from one place to another, 
and told my people the facts about China. I criticised our 
own Government on its foreign policy towards China and this 
criticism appeared in the Quarterly Review, published by the 
China tngineers Ltd., in September 1951. Permit me to quote 
the following:- 


"What is the policy of the Fereign Office towards 
China? ‘ve gather by their words and acts that they 
recognise the authority and power of the People's 
Gevernment, and want to maintain contact with them. 

Then why not say so? Why not make it known both to 
America and China and explain its implications? 

America has adopted a different policy. America has 
imposed a strict embargo, denying all goods of what- 

ever nature, prohibiting the use of American ships 

or ports, and freezing all Chinese assets. Are we 
prepared te go as far as that? Are we determined to 
carry our policy of maintaining contact to a logical 
conclusion by a continuation of trade? Our vacillation 
has effectively stopped all trade at present. The 
Chinese, having no idea of our intentions, will neither 
send out their exports or open credits for imports, in | 
case we might be afraid to stand by our guns, and that we 
might have to freeze Chinese assets as well. Kven our 
own merchants in China cannot do any trade. The Chinese 
offer them business on the basis of payment on arrival of 
the goods, - normally an ordinary commercial risk, which 
they could accept, - but not an ordinary risk with the 
fear that the goods might be diverted due to a sudden 
embargo by their own CST EEeSt.* 


This quarterly Review is for the information of all the 
leading manufacturers and merchants in England, and also for 
the demecratic elements there. Some of the statements may 
net appear to you to be correct, yet it is proof that I made 
a sincere effort to serve China's interests. 


In the same publication I made a report of the "Business 
Conditions & Prespects in China". In November, 1951, I sub- 
scribed to the same HKeview an article on "The People's Govern- 
ment of China". Permit me to quote the following:- 


"If these principles are correct, and if it is 
true that every country should have the form of 
Gevernment which best suits the particular character 
and conditien ef the peoplc, it may well be that the 
People's Government of China is best suited for China. 
And this suppesition is..indeed supperted by fact. The 
country is being governed. Instead of no-Government, 
anarchy, rebbery, war, floeds, famine, lawlwssness, 


/uncontrollable 
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uncontrollable inflation, unashamed corruption in 
every walk of life, there is actual Government, 
guidance, firm direction, planning; there is order 
and safety; public spirit, and an observance of law. 
Everyone is beginning to realise that the laws must 
be complied with, and that they are dealing with 
people who are not te be trifled with." 


I enclose copies of.the articles copied from those 
two Quarterly Reviews with Chinese translations. 


: I was accused of being a radical, or "tail of Communism", 
or of currying favour with the Government. I distegarded that, 
as long as I told the truth. 


Before my return to China on both occasions I was advised 
by business men, friends, and even members of my own family, not 
to return to China, as I had more important work and a larger 
volume of business elsewhere. However I returned to stay for 
principle, and not for gain. By this time the Gevernment had 
requisitioned my house in Hungjao for military purposes. 


With regard to the confession I have submitted on behalf 
of our company I feel it incumbent on me to make such observa- 
tions and disclose such facts as will enable the Government to 
reach a just and reasonable decision. 


Bribery 


It is true that our company in December 1949 paid a 28% 
commission to our own salesman on our wool tops contract with 
C.T.I., over and above the usual commission. Our salesman told 
us he was being brought under constant pressure to pay to the 
junior staff of C.T.I. The goods were delivered commencing 
April 1950, and completing September 1950. 


Accerding to our contract, any claims for quelity should 
have been presented within 30 days after arrival. The first 
indication of any claim on quality was found in our salesman's 
report dated September 2lst, 1949. The shipping samples were 
found to be similar to the goods which arrived. We still hold 
the shipping samples, and they can be thoroughly tested. We 
invite the Gevernment to look into the question of cuality as 
thoroughly as possible. If it is proved that we have supplied 
goods of quality below 60s - 62, we will assume full respensibil- 
ity. 


We wish to stress that the payment of 23%, though wrong, 
had nething to de with the question of quality. 


It is also alleged that we paid sums ef money other than 
the 24% on this particular contract. That is incerrect. We 
have written to Hongkong to obtain confirmation. We shall not 
hide anything from the Government. 


Illegal Exchange Transactiens 


We have had exchange transactions whereby we have received 
foreign currency. The ameunt is net more than US$50,000. On 
the other hand we have brought inte Chine exchange te the value 


/ef 


of about US$300,000, which is greatly in excess of what we have 
sent out. 


We have also done exchange transactions with our 
associate company, the Shanghai Worsted Mill, Ltd., whereby we 
have paid then foreign currency to the value of approx. 
US$65,000 against which they have brought inte China valuable 
machinery and supplies to the value of US$¢370,000. Here again 
the amount of exchange they brought in greatly exceeds the 
amount sent out, especially what they sent out through us. 


| The net upshot of our exchange eperations has been 
this; we saved the Lun Chong Cotton Mill from bankruptcy at a 
very critical period, and assumed responsibility for that Mill 
at a time when all other industrialists were anxious to shed 
themselves of any responsibilities. We opened up the Lun Chong 
Print ‘Yorks, thereby increasing production, and giving employ- 
ment to more than 300 workers; otherwise it might have been 
idle to this day. We assisted the Shanghai Worsted Mill, Ltd., 
to bring in a large amount of machinery and raw materials. 


We may mention as examples two cases to show that 
we actually brought exchange into the country. | 


1) In the Pao Foong case, we paid the equivalent of 
US$10,600 for them on their order for dyes. They 
paid us the equivalent in JMP. In addition, when 
the dyes arrived, the buyers had no funds to pay 
duty. We brought in, through the Bank of China, 
HK$65,000 odd, and sold it to the Government Bank, 
and used it to pay duty for the Pao Foong Mill. 
The buyer repaid us in JMP after long delay. 


In the Sing Foong case, we loared HK$500,000 to 
them. We brought in the foreign exchange just 

to keep them open at the time when they were about 
to close down. When this money was returned to 

us the Company became a joint state - private 
enterprise. They should have applied to the 
Government for foreign exchange to discharge their 
debt in foreign exchange. But we accepted payment 
in JMP thus saving the Government HK$500,000 in 
foreign exchange. 


At the time of Liberation our Clients owed us 
about US$300,000 much of which is still eutstanding, and all 
of which we cannot collect in foreign currency. On the other 
hand the Bank of China took over all the foreign exchange from 
eur creditors, but would not permit our debters to pay us 
foreign currency te discharge their debts. Thus we wish to 
convince you that we have not deliberately caused the People's 
Government to lose foreign exchange, nor have we brought 
about flight of capital from China. On the contrary, we 
have breught much foreign exchange or essential goods and 
machinery into China and thus saved foreign exchange for China. 


Illegal Prefits or Evasion of Tax 


In giving our views on this question we can do 
no better than present an actual case, in which profit was 


/made 


made by our Hongkong office. In November 1949, ve sold to 
the Tientsin “lectric Administration a 1500 KW Power Plant. 
The contract price was 2114,000 C.I.¥., Tientsin, and the 
terms of payment were:- 


"a) 30% of the above-mentioned price payable on signing 
this agreement. 


b) 10% of the above-mentioned price payable within one 
month after signing this agreement. 


i of the value of each shipment payable on arrival 
at Tientsin or Taku Harbour. The Buyers will 
pay against Bill ef Lading and Packing List. 


% after complete erection and satisfactory test of 
operation of the plant by the Buyers, but not 
later than five months after arrival of the con- 
plete plant at Tientsin or Taku. 


All the payments. should be made by the © 
Buyers to the Sellers in Sterling in London.” 


The Plant was duly delivered and is now 
being installed at the Hsin Hsiang Power Plant. Our 
Hongkong office made a profit ef £12,000 on this transac- 
tion. We suggest you might consider the following points:- 


a) Our Hongkeng Office had the Plant in stock in “ngland; 
a modern new Plant. To deliver another Plant of this 
type would take at least three years. Therefore it 
was a most unique opportunity to acquire a modern Plant. 


We could have sold this Plant anywhere. in the world, 
and at almost any price. Current prices abroad at 
that time were almost double the price we charged. 

We sold this Plant to Yhine because we have our roots 
here, and because we have always wished to maintain 
and to strengthen our relations with Vhinese industry. 


The normal terms of payment were Letter of Credit with 
the order which means that the People's Gevernment 
would need to put up 100% cash with the order. All 
the business in China was being done on that basis, and 
we could have asked the same.  Hewever, in order to 
help the reople's Gevernment, we only asked for 30% 
with the order and 10% one month later. 


The Plant was the property of our Hongkong office. 

They paid for it ~One before we sold it to the 

Tientsin Electrical Administration, using their own 
funds, or by means of credits provided by their bankers. 


The People's Government acquired a Plant which it badly 
needed. If eur Hongkong effice could not have made a 
prefit, they would net have sold the Plant. 


The profit of £12,000 made by eur Hongkong office is 
very reasonable. 


/g) 


The reople's Government got a good bargain, and therefore, 
ipso facto, we did a service of considerable merit to the 
People’s Government. 


We maintain that (1) the commission reserved for us in the 
manufacturers price consitutes a part of the cost of production 
(2) the profit made by our Hongkong office is a legitimate 
profit, justified by the risks it takes, everhesd expenses it 
incurs in Hongkong, and possible fluctuation of Sterling 
currency, which is also subject to devaluation without warning 
and (3) the commission we earn here is to pay our overhead 
expenses, and for our services, acting both for buyers and the 
sellers, In this connection we may mention, without flatter- 
ing ourselves, that we have undertaken such business as no 
other firms will do here or anywhere else in the world. 
Recently we exported wool oil for the Government. We bought 
from the Government at 2265, and we sold it at £252 suffering 


a clean-cut loss just to assist the Government to carry out 
its contract for wool 


If you will examine our history over the years you will see 
that we constantly rendered services of this kind. Even now 
we have financed contracts and accepted the latest terms of 
payment laid down by the People's Government i.e. cash on 
arrival, which no other firm will handle. We are importing a 
modern Jute Plant for the Shanghai Wersted Mill, Ltd., another 
Jute Flant for CNIEC, and a large quantity of wool for the 
CNIEC, all on these favourable terms. We executed large con- 


tracts for the Kiangsi Provincial Government through our Head 
Office. 


It is claimed that we have evaded tax. This seems to be 
incorrect, because under the Law of Commercial and Industrial 
Tax, it is provided:- 


1) Foreign firms should also pay the industrial and 
commer¢ial tax. However, the scope of taxation 
for such industrial and commercial enterprises is 
restricted to operations within the boundaries of 
this country. Operations net within the boundaries 
of this country, even industrial and commercial 
enterprises operated by Chinese, or branch and sub- 
branch organs in foreign countries, will not be 
subject to the industrial and commercial tax. 


2) For this reason, Article 6 of the By-laws for 
the Provisional Regulations Governing Industrial 
and Commercial Tax provides: “An industrial and 
commercial enterprise that maintains a principal 
erganization in this country with branches abroad 
and vice versa is liable to taxation on the basis 
ef the business turnever and the income of its 
principal organization or branches in this ceuntry. 


In other words, when business eperations take place 
within the boundaries of this country, resulting in 
profit revenues, foreign nationals and Chinese should 
equitably perform their duty of paying taxes, irres- 
pective of nationalities. This is a new phenomenon 
in the formulation and implementation of the t&x law 
by the peeple's regime of New China, and could not 
be realized under the reactionary regime of the past. 


/Altogether 


Altogether we think that our transactions in supplying 
machinery to China have been beneficial to China. We have 
brought to China machinery, which, on the one hand has been 
very scarce and difficult to get, and on the other hand, is 
badly needed in China. Even allowing for the profits made 
in Hongkong, the prices paid by the People's Government, and 
by the industry of China as a whole, have been reasenable. 
Nearly all our contracts since the Liberation have been on an 
F.O.B. basis or else C.1I.F. Hongkone. Our obligations ended 
when we delivered F.0.B. or C.I-F. Thus, although the con- 
tracts were signed in Shanghai they were executed abroad. 


In every case, contracts have had to be handled by our 
Hongkong office, sometimes by our Bradford office. We have 
a large office and godowns in Hongkong, with a much larger 
staff than in Shanghai. We. are not like many of those small 
traders, who heave nothing but a signboard and a desk in Hong- 
kong. We must make profits in Hongkong; otherwise we could 
not maintain the office there. 


The People's Government, in making sales of their exports, 
fix a floor price, sand the CNIEC do their best to get the 
highest prices the markets of the world will pay. It cannot 
be regarded as a fault if on our side we do the same. 


We do not say that we have not made mistakes. We do 
admit that we have made mistakes. But whatever our short- 
comings may be, we believe that we have served the people and 
the Government of China, we have promoted esctivity and trade 
and have accepted business which others would not try to do. 

We have from the first expressed our confidence in the People's 
Government, and heve not wavered in our confidence. We have 
done our utmost to obtain essential merchandise and machinery 
necesssry to the national economy and livelihood of the people 
of China. 


I welcome this enquiry. We have tried to make profits 
for our Hongkong office, but have never known, for sure, whether 
that practice was within the law or not. If this peint is now 
clarified, it will do much to clear away some of the doubts and 
difficulties which beset foreign trade, and an affirmative 
decision will enable us to carry on with our werk of supplying 
the industrial equipment which China needs, and which Great 
Britain is capable of and desirous of supplying. This hes 
always been our main ambition. Whilst I write this letter we 
are in the act of taking delivery in Shanghai of the first 
arrivsal of the first modern new Jute Plant to arrive in China 
since Liberation. : | 


Yours faithfully, 


_ FAR EASTERN DEPARTMENT Ik eo | Sha, ba | og e 


CHINA 


Dated en (May 19.52 
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FROM G TO FOREIGN O!FICE 


(This telegram is of isbn secrecy and should be 
retained by the authorised recipient and not. passed on) 


Cypher/OTP | FOREIGN OFFICE AND 
WHITEHALL DISTRIBUTION 


Mr. Lamb ' DD. 3.00 pom. 2nd May, 1952 


No, 376 | 
Qnd May, 1952 Re e357 Poem. 2nd May, 1952 


PRIORITY 
SECRET 


Addressed to Foreign Office telegram No, 376 of 2nd May 
Repeated for information to Hong Kong 
and Saving to saangnes. 
a an wood a" wi \ e 
My telegram No, 371: British Business in China, oo Cyrey F INe 


Procedure now propesed in Shanghai telegram No, 95 Saving 
to me seems somewhat impracticable and unrealistic, ignoring 
existing political conditions, however desirable its objectives 
may be. In view of past experience one can be sure that 
Chinese Government would not reply to any cosmunication from me 
particularly if it contained any specific request such as is 
contemplated in paragraph 5 and paragraph 7 (4) of above Shanghai 
telegram, ‘Moreover I very much doubt if Chinese Gove: nnent 
would agree to negotiations on a collective | and all-Ch basis 
particularly at Peking, | 


2. Thus if above views are correct, dependence upon a 
reply favourable or otherwise to my approach from Ministry of 
Foreign Affairs would merely delay process of liqwidation 
indefinitely. Moreover if Chinese Government were favourably 
disposed to general principle of withdrawal of present British 
trading establishments in the circumstances stated they would 
prefer not to commit themselves to any reply but rather to auth- 
orise local authorities concerned to reduce or desist obstructions. 
In other words there seems to be no practical alternative to 
firms making individual applications for closing to respective 
local authorities,om the precedent of British American Tobacco 
Company interests, I would however see no objection to including 
in my note a statement that if Chinese Governnent agreed as to 
desirability end usefulness of-‘such prelimiikxy discussions, 
representatives of. firms concerned, wolgpe glad to come to 

Pi ogling, 
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~ SECRET 
Peking telegram No, 376 to Foreign Office 
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Peking, for further discussion of principles and details involved 
with appropriate departments of Central Government, with a view 
to facilitating to mutual satisfaction and advantage actual 


procedure for closure, terms of settlement and projects for revised 
machinery for trade relations, 


3- In any case I feel individual firms should proceed 
to file applications to close reasonably soon after note is 
gent in, This need not preclude possibility of Chinese 
Government, if they should decide not to be obstructive subse- 
quently, giving indication of readiness to discuss some uniform 
procedure as a basis for settlement of liabilities etc. Kven 
so it would seem more likely that this would be done through 
local authorities concerned, But so long as such conversations 
do not materialise it would seem to me that any proposals fer 
collective withdrawal and pooling of assets and liabilities, as 


suggested in paragraph 4 of Shanghai telegram, would be out of 
the question, : 


4. As regards items (b) in paragraph 2 of Shanghai telegram 
I would submit that as Labour Unions are now an instrument of 
policy of Chinese Government their attitude would be entirely 
guided by reactions of Chinese Government to proposed note, 


5. The point made in paragraph 6 of Shanghai telegram agrees 
with views of Hong Kong firms and has already been embodied in 
draft text of note in your telegram No, 364 repetition of which 
should reach Shanghai in a day or two, r CULOS \. 24 


6. Im the circumstances I still consider the situation is 
best met by note proposed in your telegram No, 38) with possible 
addition of a sentence in terms suggested in paragraph 2 of above, 
If so most appropriate place would be at the end of final 
paragraph, ) 


7. I would also suggest following verbal amendments to text 
ef note: 


(a) for second sentence paragraph 1 substitute 
"the increasing extent to which many of functions formerly handled 
in China by private merchants and industrialists are being taken 
over by organisations operating on a state basis is correspondingly 
/reducing need 


SECRET 
Peking telegram No, 376 to Foreign Office — 
-j- 


reducing need for maintenance in their existing form of many — 
British owned and established enterprises", 


(ob) sustitute Central People's Government wherever 
term Chinese Government appears, 


(c) for second sentence paragraph 4 sustitute "the 
particular point in respect of which good offices of Central 
People’s Governnent are requested are:", 


8, If above procedure and text are adhered to would not 
seem appropriate to mention names of firms (which ¥ had previously. 
advocated in paragraph 2 of my telegram No, 250) at any rate at 
this stage. We could be prepared however to consider following 
up by making individual or comprehensive supporting representa- 
tions later on if any specific firm or group of firms should 
encounter obstruction or difficulties in connexion with their 
application or actual procedure for closure, 


9. Difficulty of determining date of despatch of note is 
unfortunately increased by considerable interval required to 
enable Shanghai to receive and send cyphered messages which have 
to be sent by post as they are not accepted by telegraph, We 
are thus faced with possibility of having to go ahead without 
securing final views of Shanghai representatives, 


Foreign Office please pass Hong Kong as my telegram No, 110, 


[Copy gent to C.0. for transmission to Hong Kong]. 
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5th lLiay, 1952. 


lL enclose the text of Leo 
Lamb*s telegram coLiienting on - 
the draft of the proposed 
Second tiote to be presented 
to the Chinese Governucnt. 


(CH. Johnston) 


GeAe witchell, BGs » 
China Association, 
Broad Street House, 
54, Old Broad Street, 
BeCeee 
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a | PE, TREASURY CHAMBERS, 
| eae GREAT GEORGE STREET, 
LONDON, S.W.1. 


end May, 1952 


a 106/456 


Dear Johnston, 


i. oe ee al i) 
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Please refer to your telegram No. 384 of 
29th April to Peking about British firms in China. 
I see that the text of the proposed Note to the 
Chinese Government has been agreed unanimously by 
the London and Hong-Kong representatives of the 
British firms who would like to see the Note 
delivered as soon as possible. it is difficult 
to sugrest amendments to a telegram agreed by 
those most directly comerned; but I cannot help 
feeling that the general tone of the telegram 
is weaker than is necessary and might indeed make 
it all the harder for the British firms concerned 


to close down, whether permanently. or temporarily, 
in China without undue loss. 


I am copying this to Heasman (Bank ofEngland) 
and Sidebotham (Colonial Office). 


Yours sincerely, 


Daw Sevtuam 


0 (De Re Serpell) 


C. He Johnston, Esade, 
Foreign Office, S. ws 1. 
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With the Compliments of the 
Under Secretary of State 


for Commonwealth Relations. 
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1. HR. St. J. Horne, Esa., 
Canada House. 


Jo.V. Waller, Esq., 
Australia House. 


W. Wynne Mason, ESsq., 
New Zealand "Dovarabens Office. 


A.L.W. de Villiers, ESGe, 
South Africa House. * 


COMMONWEALTH RELATIONS OFFICE, 


DOWNING STREET. 
F.2180/138 


CONFIDENTIAL _.May, 1952. 


You will recall that I wrote to you on the 15th April 
regarding British business interests in China, enclosing a 
survey of the state of affairs there. 


On the 12th April the Chargé d'affaires in Peking 
presented a note to the Chinese Peoples’ Government 
outlining the difficulties with which British firms in 
China are faced. 


The United Kingdom Government has now decided to 
inform friendly foreign Governments confidentially of the 
contents of paragraphs 3 and 4 of my letter to you, and 
that a note was presented on the 12th April. It is also 
intended to say that most British firms employing Chinese 
labour (i.e. industrial as opposed to trading organisations) 
have decided to close and will ask to do so at the end of 

this month. The firms will probably apply individually to 
close and may seek this Government's assistance to that end. | 
It is also intended to say that the United Kingdom Government | 
presented a further note on the 18th April pointing out that, 
if the Chinese are really anxious to promote United Kingdon/ 
Chinese trade as the Chinese Delegation to the Moscow 
Economic Conference suggested, there are many British firms 
in Hong Kong and Shanghai who have traditionally handled 
such trade. The decision to close is one which the firms | 
concerned have taken and Her Majesty's Government will assist 
them, but they do not intend taking the initiative in 
publicising the firms’ decision. en the news gets out 
after the firms apply to close, this Government will be 
prepared to answer enquiries factually and emphasise that 


there is no change in Her Majesty's Government's policy 
towards China. | 


The contents of this letter are being telegraphed to 
our High Commissioners in Commonwealth capitals with the 


request that the information be conveyed to me Government 
concerned. 
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CONFIDENTIAL 


Addressed te Peking telegram Ne. 103 Saving ef 2nd May, 
Repeated fer infermatien te Fereign Office, 


. : ss / : AA A 
Foreign Office telegram Ne, 535. { @\ sev] \& “Ges [12 


I passed the centents ef Fereign Office telegram Ne. 1330 Saving 
te Paris, te my Swiss celleague (the senier Censul-General of these 
affected) en 30th April, and te the six ethers en 2nd May (Helland 
and Belgium have ne representatives at Shanghai new), In the present 
circumstances, and in view ef paragraph 2 ef Fereign Office telegram 
under reference, I was semewhat vague about item 2c, explaining enly 
the varieus pessibilities ef the next step centemplated, 


2. My Danish celleague had just received a Nete fren Peking 
saying she [sic] would be hearing seaething ef interest frem me, My 
French celleague had, en 350th April, received frem Paris a telegram 
giving the message contained in Fereign Office telegram Ne. 1330 
Saving. Apart frem this, nene knew ef the steps already taken 
by yeu er prepesed fer the near future, This reflects very satis- 
facterily en the discretien ef the British representatives here, 


3. All my celleagues were well Satisfied that this initiative 
was being taken by British firms with the suppert ef Her Majesty's 
Gevernment, It was felt te be particularly eppertune that represen- 
tatiens sheuld be made new when the Chinese Government is declaring 
its devetien te the principles ef centinued trade with the 
Western ceuntrics, 


he On questions ef inferming their merchants, and ef their 

taking any actien similar te eurs, I stressed that ny infermation 
was given in cenfidence, and suggested that instructiens be seught 
er awaited frem the respective heme Gevernments, I had already 
given the prebable dates when yeu transmitted this infernation in 
Peking (gp. undec, ] Her Majesty’s representatives in varieus 
Capitals. . 
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British Legation, 
BERNE. 


(1054/5/52) 29th Avril, 1952. 
SEC 


With reference to your telegram No: 1330 
saving to Paris of 18th April, I to-day 
informed the Head of the Political Division of 
the Swiss Foreign Office in confidence of the 
intention of the majority of British firms in 
China to avply shortly for permission to close; and 
I left with him an aide-mémoire in the sense of 
your telegram, embodying at the Same time the 


relevant paragraphs of Intel No: 84 of the lst 
Anril. . 


Ce Monsieur Zehnder seemed to regard this 
decision as inevitable in the circumstances. He 
said that the fines imvosed on foreign firms as a 
result of the "Anti" campaign were bound to ruin the 
victims: indeed various Swiss who had succeeded in 
leaving China had, before reaching Hong Kong, 
been relieved of everything they possessed. 


Yours ever, 


Youd Eerei— 


Ge Ea Johnston, ESQey, 
FOREIGN OFFICE, 
Se We i» 
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British Embassy, 


Copenhagen. 


CONFIDENTIAL 29th April, 1952. 
(1061/12/52) 


—_- 


Fo [log //60 | 


Dear Department, ~~ ¢ | 


Plea e refer to Foreign Office telegram to 
Paris No.1350 Saving of the 18th April about the 
future of British business in China. 


When the Counsellor discussed the matter 
at the Danish Ministry for Foreign Affairs today, 
the head of the Political Section of the Ministry 
told him that Danish business firms were thinking 
along the same lines. He said that he understood 
that the Danish East Asiatic Company had decided 
to close its agency at Tientsin and might well 
soon be forced to do the same at Shanghai. When 
asked if the Danes represented at the Moscow 
Economic Conference had been approached about trade 
with China he said that he understood that the only 


Dane present at the Conference had had no contact 
with the Chinese. | 


We are copying this letter to the Chancery 
at Peking. 


Yours ever, 


eeaecoinaceae * * 


China Department, 
Foreign Office. 
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Britisn Embassy, 
Lisbon, 
Portugel. 


28th April 1952. 


Dear Devirt cient, 


With reference to your telegram N°, 1530 
Saving of the 18th April to Paris regarding 
the future of Britisn business in China, we 
have made a verbal communication to the 
Ministry of Foreign Affairs in accordance 
with your instructions. 


2. We were informed in reply that the 
Portuguese Government were only too familiar 
With the difficulties which foreigners at 
present encounter in China, In fact the 
Portuguese representative in Shanghai was 
about to leave, conditions having been made 
intolerable for hin, 


Yours ever, 


Chancery. 


| binge 
China and Korea Department, 
Foreign Office, 


cs 


London, 5.W.1. 
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.. 2th.April,.., 19452... 


F.0. tel. to Peking No. 305 of 10th April. 


Description of Enclosure. 


Name and Date. 


Subject. 


letter from H.M.M. Peking 
to Vice Minister for 


Foreign Affairs, Peking. 


~ 


Treatment of British 
firms in China. 
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1 HSING KUO LU, 
PEKING. 
12th April, 1952. 


Hoe 51 


Your Excellency, 


On the inetructions of Her Majesty's Government in the United Kingdom 
I have the honour to make the following communication. 


2. British firms have been facing increasing difficulties in China which 
have been handicapping them in carrying out their legitimate trading 
activities. Among these difficulties are the followings- 


(1) Making of each individual manager pergonally responsible for the 
policy and acts of his company, in some cases for acts before he 
became manager. 


(2) Increasing restrictions on entry and exit of foreign staff. 


(3) Cancellation by Chinese Government trading organizations of former 
contracts even though raw materials have been paid for and processed. 


(4) Taxation and legal gudgmente which both appear to be discriminatory 
against foreigners. 


(5) Uncertainty caused to British subjects by fear of arrest and detention 
incommunicado and without charges being preferred. 


(6) Pressure by labour unions and reluctance of local authorities to give 4 
any protection to firms who are being accused by unions of malpractice. q 


3. If thie situation continues it can only result sooner or later in the 
elimination of British business interests in China to the detriment of 
friendly relations between China and the United Kingdom. I am therefore 
instrueted by Her Majesty's Government, at the request of the British firms 
principally concerned, to bring this unsatisfactory state of affairs to the 
notice of the Central People's Government. 


1 avail myself of this opportunity to renew to Your Excellency the 
assurance of my highest consideration. 


His Excellency 
Mr. Chang Hane-fu, 
Vice-Minister for Foreign Affairs, 
Central People's Government, 
PEKING. 3 
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| ECONOMIST. con 
3~ MAY 1952 


British Firms in China 


[BY A CORRESPONDENT] 


Cuttin o dated......--. 


THE trade discussions between British and Chinese dele- 
gates at the recent Moscow conference have drawn attention 
to the position of the British business houses still remaining 
in China. When the Chinese Communists gained power three 
years ago, most British firms did not put up their shutters ; 
they stayed on in the hope that once the dust of revolution 
had settled, it would be possible to re-establish sound and 
profitable trading relationships. Although most of these ex- 
pectations have been disappointed, their activities have never 
a brought to a complete standstill. They have, for instance, 
ted as intermediaries for the Ministry of Food in its regular 
mess ord of eggs and egg products. British fertilisers have | 
hee, arid still are being, sold in substantial quantities; | 
British tea exporters are still active ; and British ships still 
call at those ports which are safely accessible and which it is 
worth their while to visit. There is no reason why these 
activities should not be expanded to cover any business which 
the Chinese want and which British export controls allow. 


It is, however, true that the number of British firms in 
China has shrunk considerably during the last two years 
(there are now only about 600 British people in China com- 
pared with some 10,000 before the war); and if conditions do 
not improve, it seems certain that still more firms will feel 
compelled to pack up and go home. These deteriorating con- | 
ditions are, of course, largely the result of the Korean war. 
The United Nations have imposed rigid controls on exports 
to China. The Chinese, for their part, have for more than a © 
year insisted that all imports must have actually arrived | 
before they will grant permits for the compensating exports. 
This regulation, apparently dictated by the Chinese fear that 
a complete UN blockade might suddenly stop ait exchanges, 
has a stultifying effect on trade. Moreover, during the past 
year the Chinese have directed more and more of their 
exports towards the Soviet Union and its satellites in order 
to pay for the metals and other strategic materials which they 
can no longer obtain from the West. 


But even if the. Korean war and all its consequent restric- 
tions were ended, there now seems small cause for optimism 
over the probable position of the remaining British merchants 
in China. Apart from trade restrictions they are faced with 
a number of formidable difficulties—such as punitive taxa- 
tion, the arbitrary cancellation of contracts by Chinese 
Government trading bureaux, and the inability of senior 
British representatives to obtain exit and entry permits with- 
out endless delays. All this, in addition to the Chinese acti- 
vities in Moscow, would seem to indicate that the Chinese 
have a settled policy of squeezing the remaining British firms | 
out of China, however great the loss to themselves. shee 
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\Fe. los / 164 


Osf SHANGHAI TO FOREIGN OFFI 


[This telegram is of particular secrecy and should be 
retained by the autherised recipient and not passed on] 


Cypher /OTP FOREIGN OFFICE AND 
WHITEHALL DISTRIBUTION 


Mr, Bumstead 


No. 139 D. 7.52 a.m. Ith May, 1952 
6th May, 1952 R. 9.42 a.m. 9th May, 1952 


PRIORITY 


SEGRET [Fe joc 64 | 


Addressed to Peking telegram No, 1 
Repeated for information to Foreign Office and Hone Keng. 


SF CMUOX 
_ Your telegram No, 376 te Forvign\Cpehee. 


" ‘Mime element (paragraph 9) certainly does not werk against 
Shanghai representatives. In the hope however thet you will net 
have presented prepesed memorandum they ask me te submit 
following points fer your eongideration. 


(a) Text of memorandum was draw up before their latest 
views given in my Saving telegram No, 95 were received and 
considered, igs, K oF | nee 


(®) Shanghai representatives have all along appreeiated the 


fact that the request for negotiations in Peking might meet with 


silence from the Chinese. But the advantages would be so great 
that they consider the attempt well werth trying. They would 
therefore be prepared to take the risk @ no response, with the 
@bvious corollary that they would then have no alternative but te 
file separate applications after say 4 te 5 weeks, 


(c) Present prepesal secens to contemplate applications by 
firms very shortly after the presentation of the menorandun, 
But anti corruption campaign is still net formally ended, and 
application fer elesure is still) barred. 


Fereign Office please pass te Heng Kong as my telegran 
No, 29, | 


[Copies sent te C.0, fer transmission te Hong Kong]. 
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FORS IGN OFFICE, Seiieole 


FC 1/0S//64 


Liu SDLATE 


Herewith the text of the Shanghai telegram 


about which I spoke to you on the telephone this 
morning. 


At the China Association meeting on kKonday 
afternoon you may also care to discuss the question 
of publicity. Our own preliminary view is that a 
statement ought to be made in the House of Commons 
as soon as Leo Laub has presented the Note. The 
statewent could refer very briefly to the firms’ 
difficulties, say thatiany would in the course of 
the next fewweeks be applying for permission to 
close, and that at the request of the firms, H.h.t. 
had presented a Note to the Chinese Governiient 
expressing the hope that all the problems thereby 
raised would be dealt with expeditiously. The 
China Assochation mizht also wish to consider 


whether they should issue a press release at 
the same time. 


(C.He Johnston) 


GeA. Mitchell, ssq., 
China Association. 
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Minutes. 


Mr. RH “Scott ane | Cc. senda 


Oe of British business in-China 


Mr. Nutting has minuted on telegram 
no. 1350 Saving to Paris as follows:- 


"Surely. we should make a statement 
in Parliament about this when it 
happens. It is bound to leak - 
after all it will be pretty public 
knowledge! -— and we should surely | 
announce it in the proper manner. 


Department please advise. 


A.N. 
wore April, iv5e." 


23rd April, 1962. 


Rot Lies 711s © 


ee eT A OR A 


FUTURE OF BRITISH BUSINESS IN CHINA. 


The decision for firms to close in China was 
taken by the firms themselves and not by Her Majesty's 
Government. If, therefore, it is considered that any 
statement is necessary, I suggest that it should take 
the form of a press release by the China Association 
and not of a statement by Her Majesty's Government. 


2° The form of our next approach to the Chinese 
Government has still not been decided upon. The China 
Association are in touch with the representatives of 
leading British firms in Hong Kong on the subject and 
they hope to let us have an agreed draft some time 

next week. 


Je The risk in having a statement made in Parliament 
before questions are asked is that this might be taken 
to imply a change of Her Majesty's Government's policy 
towards China. We shall be in a better position to 
decide about publicity when we know the form which the 
next approach to the Chinese Government will take. In 
any case, this approach is not now likely to take place 
before the first week of May. 


(AK-TSiNes Be 


(C.H. Johnston) 
25th April, 1952. 
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eee 


Mr. Wilkinson of Whiteaway, Laidlaw and Company, 
Limited, Bassishaw House, Basinghall Street, E.C.2., 
came to see me this morning for advice about the 
future of their Shanghai office. The firm is not a 
member of the China Association but tes in fact been 
to Mr. G.Ae Mitchell for advice. 


26 Mr, Wilkinson explained that hitherto the firm, 
although operating at a loss, had not had to remit 
money into China. They were now being requested by 
their two remaining staff in China, Messrs. Handley 
and Edmunds, to remit five thousand pounds., It 
seemed probable that later they would be called upon 
to remit more. Mr. Wilkinson showed me the draft 
of a telegram which the Company proposed to send to 
its Shanghai office regretting inability to remit 
money and suggesting sale of local assets. In the 
last resort the local Manager could apply to close 
down. 


36 In general terms I told Mr. Wilkinson that most 
firms were now beginning to take action on similar 
lines and all agreed that requests for remittances 
should be refused. I agreed with the draft telegram 
and asked for a copy to be sent to us in due course. 
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Tel. NoWwHitehall 1234. . Fd 
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mer 7 ~~ wort ome 


Dear Drinkall, fe os 


I spoke to you today over ii Celephione-avowt——-~* 
how we and the Americans were to judge the performance 
of the Chinese in releasing European personnel before 
releasing funds under any possible agreement or under=- 
standing. I wonder if you could explain in your 
proposed E.P.C. paper the mechanism by which you 
propose that this shall be organised. 


Ak Sage a 
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3.K.Drinkall ESde» 
FORHIGN OFFICE, 
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Dear Johnston, ; : CHOS/163 Fs |“ 


Mi : ty 10 er AC | 
Tel. No: WHltehall 1234. | y¥ o/ o 


Treasury 


MOP i. ~~ 


Thank you for your letter of 8& fay about the 
next aporoach to the Central People's Go ~ oF 
China regarding the withdrawal of British firms Fejios/j 


from Chinae I attach a note of the amendments which 


I suggested last night (to Drinkall) should be made 
in the draft Note. 


May I add here that the resentation of thie 
Note, together with the informationhpow received 
about the attitude of the United States Government 
to Chinese claims on American firms, makes it most 
desirable that we should have as clear an idea as 
possible of what H.\ie Government's policy should 
be in regard to the exercise of exchange control 
restrictions on sterling (or Hong Kong dollar) trans- 
fers to China. I understand that the examination 
of possible retaliatory measures against China has 
not led to any satisfactory results. It may be 
therefore thet our cnief reliance must be placed on 
the exchange control weapon, such as it ise No doubt 
you will be givins us an early opportunity of 
discussing this questione 


I am copying this letter to Fercival and 
Sidebothame 


Yours sincerely, 


DYt sequin 


(D. Re Serpell) 
Ce H. Johnston, Esae, 


Foreign Office, 
Se We te 


Suggested Amendments to Proposed 
Note to Peking 


Paragraph 1, last sentence; 
Is this sentence really necessary? 


Paragraph 2, third sentence: 

This should read "Consequently they feel 
that the proper course is for them to arrange 
for the transfer as going concerns, custody or 
closure of their businesses." 


Paragraph 3, first sentence: 
After "redundant" insert "in present 
conditions" and omit “and should therefore be 
closed down." 


Paragraoh 4, line one: 
For "trust"™ substitute "request". 


Paragraph 5, line 23 
For "It is hoped" substitute "H M.Government 
requeste" 
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“9 INWARD TELEGRAM 
TO THE SECRETARY OF STATE FOR THE COLONIES 
FROM HONG KONG (Sir A. Grantham) 


Simplex D. 135th May, 1952. 
R. 15th * 7 09.45 hrs. 
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IMMEDIATE 
SECRET 


No. 400 ) *Ctios (CFO | 


Addressed to S. of S. 
Repeated to Commissioner General, 
Singapore, No. 1358. 


‘ 


Your telegram No. 484. 
British Business in China, 


(a) Step envisaged would be possible, but to limit 
refusal of permission to remit to British firms concerned 
would be such an obvious manoeuvre that I think we can 
hardly expect it to be effective as a means of assisting them 
in their withdrawal from China. Publicity and attendant 
speculation could not, in my view, be avoided for long. On 
‘the other hand, general control of remittances could not, as 
i stated in my telegram No. 202 be adequately enferced without 
simultaneous introduction of postal censorship and other 
comprehensive measures, on which we should be very unwilling 
/to embark at present. 


(b) I remain strongly opposed to such a step on grounds 
of desirability. It could not fail to intensify the increasingly . 
hostile attitude of the C.P.G. towards Hong Kong, and would 
probably be regarded as the forerunner of other and more 
extensive measures likely to remove the remaining: economic 
usefulness of this Colony to China. Moreover, I find it 
difficult to believe that position of British firms in China 
in the circumstances envisaged would, in fact, be strengthened 
by plea of legal inability to remit. On the contrary, it seems 
to me probable that it would only make matters worse for 
firms’ British representatives remaining in China. 


Copies sent to:- 


Bank of England Mr. J. Heasman 


Treasury : Mr. A.K. Ogilvy—-Webb 
Foreign Office Mr. Jd.K. Drinkall 


OUTWARD TELEGRAM 


tp FROM THE SECRETARY OF STATE FOR THE COLONIES 


6088 Pe re 
7 Ta 


a r 
’ etre & — 
: en ° ‘wwet-> PEP trenn - 
» ? 
' ? 


a ae 
[Foms/ne 


“wn BON eran ate 
' A. 


TO HONG KONG. (Sir ... Grantham) 


ee ae 
ree ences eit 9B ae ee ee 


Cypher 0O.T.P, HKP, 317 /300/01 
Sent 10th May,i9&2. 14.30 hrs. 


SECRET, 
No,484. 


Addressed to Governor Hong Kong. 
Repeated to Commissioner Generai South Bast 
Asia No.170, 


Pad 


AL th ce ee i 
My telegram No,.425,. Zz : 


British Business in China, 


Conversations with China Association are 
proceeding on this subject, 


Meanwhile consideration is being given to any 
supporting action H,M.G. might give if Communists refuse 
to agree to closure and firms decide to stop remittances. 


It does not at present appear that any supporting 
action will be practicable or of much assistance but it 
has ween suggested that U.K. and Hong Kong Governments 
might refuse to allow remittances from firms concerned 
to their Chinese branches, 3 


This would presumabiy involve Limiting the 
exemption at present granted under Hong Kong Defense 
(finance) Regulation & for payments to China in such a 
way that the firms concerned were not coversd by the 
exemption, 

Glad to learn whether you consider that such a 
step would te (a) possible or (b) desirable as a means 
of supporting the firms in the circumstances envisaged, 
and also whether it would *s dene without undue 
publicity. Powers already exist in this country. 


I realise in practice that such a measure could mt be 
effectively enforced except with full co-operation of 
firms but object would be to afford them opportunity to 
claim they were legally inhitited from making 
remittances, | 


Grateful for very early reply. 


Copies sent to:- 

Bank of England Mr, J, Heasman 

Treasury Mir. A.Ke Ogilvy-Weob 

Foreign Office Mr. W7A47.Drinkall. 
VK 
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Draft. 


I enclose herewith a copy of our first draft 


of the paper to be submitted to the Beonomic 
gy eee — Committee by the — secretary as 
Board of Trade. agreed at the Cabinet iieeting on April 9th 
(Cabinet Conclusions (52) 4Oth meeting Item 3). 
from At the inter-departmental meeting in the 
Mr.C.H.Johnston Foreign Office on 6th May at dete eaies of 
Trade, Colonial Office, Treasury, Bank 
of mngland were represented, it was agreed 
again to ask the views of the Governor of Hong 
Kong on the introduction of remittance control 
in Hong Kong. His views against control 

Flag A | were given in Hong Kong telegram No. 400 of 
(see also -/125) 
May 13th to Colonial Office. It seems therefore 
- that this question ought to be left to Ministers 
to sectae was also agreed to nek the 
firms for details of: their current remittances 
to China, outstanding claims against them 


Copieg with vencl. and the probable cost of closure. Such replies 


R. 
ur? Serpéil, as have been received to date have already 
Treasury. 
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Lé. : been copied to youe The figure of "up to 
iMr.*Sidebotham, 
Colonial Office. £2 million" in paragraph 3 of the annex to 


‘A the paper as an estimate of the "reasonable" 
cost of closure is based on the replies of the 
firms. The figure is highly speculative, 

but I do not think we should hold up the 

a | submission of the paper until all the firms 
a 

have replied, Some of them, as you Know, have 
had to write to Hong Kong head offices for 

the information and replies will take some 
time to come back, 


I should be grateful for your comments on 


the paper and also those of Sidebotham, Serpell ant 


We. 14647/234 250m 7/§1 V.P.Coq. 51-8078 


Heasman to whom I am copying this letter. If it is 
feit 


felt that the paper should be altered substantiall 
there might be some advantage in having another 
interdepartinental meeting. When finally agreed, t 
paper might be submitted to the F.E.(0)C. and 
thence to the #.P.0., but I should welcome your 
views and those of the other recipients of this 


letter on this point. 
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(4UpP) 11/851 


(44038) WT.32637/249 


DRAFT PAPER FOR 
SUBMISSION TO 
THE 8 .P.C. 

BY TH FORSIGN 
SiCRETARY 


~ 


ff off ; 
iv: | 
7 \ \ ae 


OPE f TLONS. 


On 9th April the Cabinet considered a 
memorandum (C.P.(52)107), which I circulated, 
about the future.of British firms in Chinae 
It was agreed to present a Note to the Chinese 
Government, pointing out the difficulties 
under which British firms were operating, 
and to follow this up with a secong& Note 
saying that most firms would shortly be 
applying for permission to close. The 
first Note was presented of 12th April and 
the second Note on 19th May. My colleagues will 
recall that on 20th May I made a statement 
in the House on this question. The -Chinese 
are therefore now aware that British firms 
contemplate a general withdrawal from China. 
Ce The firms will be applying individually 
for permission to close durigg the coming 
weeks; some have already done so. They 
will naturally try to secure the best 
bargains they can from the Chinese, but in 
practice most of them expect. to lose all 
their assets in China without compensation. 
Their primary object is to withdraw their 
foreign staff safely from China. 

3. In C.P.(52)107 I mentioned that a paper 
would in due course be circulated to the 
Economic Policy Committee considering what 
support should be given to the PrTERE: by 
HeMeG. to achieve this object if the Chinese 


Government attempted unreasonably to delay 


[te : 


the departure of the firms representatives 

from China. 

Le I accordingly attach a memorandum (prepared 
in conjunction with the Treasury, Board of Trade 
and Colonial Office) which examines the possible 
courses of action by H.M.G. in this 

event. These courses of action are described in 
paragraph 5 of the memorandum, 

5. The memorandum reaches the following 
conclusions: 

(a) The application of any of the measures 
considered, except remittance control from 
Hong Kong, would amount to a radical change 
in H.MG's policy towards China and would not be 
justified in the circumstances envisaged. 

(b) None of these measures would be effectiv 
in securing the release of the firms representativ 
from Chinae Any .increased pressure against the 
Chinese would be as a result of a general 
deterioration in the political situation 
and would probably make the release of the firms’ 
staffs more difficult. 

(c) Regulations already exist in the U.K. 
for the control of sterling remittances to 
Chinae There is no control of remittances from 


Hong Kong to China, The Hong Kong Government 


Consider such control to be undesirable in practic 


though possible in theory. 


(dad) The Chinese are only interested in 


the firms' staff as a means of extorting "blackmail 


money from the firms. In principle they would 
like to see the firms and theie vecboscntetives 
leave China and their demands for money are likely 
to be limited to sane ehial they feel the, firms 
would be prepared to pay for the release of their 


staffs. 
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(e) Some of the firms’ senior represen- 
tatives will probably be imprisoned as part of thé 


Chinese tactics to put pressure on the firms, 


ad a - -_ 


Mtioy te ¥ if 


heweuem, be kept waiting indefinitely for exit 
permitse 
6. Recommendation 


I therefore invite my colleaguesf(a) to take 
a ac 


note of and concur in the conclusions reached 


in the attached memorandum (see paragraph 5 above) 
(b) to agree that H.M.G. should, at some 
appropriate time (to be decided in consultation 
with the firms), publicly support the firms' 
decision not to make blackmail remittances to 
China and should, if necessary, present a 

Note to the Chinese Government to this effect; 
(c) to decide whether or not to request the 


Governor of Hong Kong to impose remittance 


- control on the lines proposed in paragraph 5(c) 


apovee 


The Chinese may decide that to 
secure the assets of all British firms 
in China (very approximately worth 
200-250 million) without having to pay 
compensation is sufficient gain in 
itself, and therefore allow the foreign 
staff to leave China without putting too 


many difficulties in their way.. Or they 


MARGIN. 


may decide to hold the foreign staff. of 
the firms as virtual hostages in an 


attempt to extort large sums of money 


IN THIS 


from the firms in the form of alleged 
outstanding tax, law suit, and wage 

claims. This would be more in line 

with Communist policy. 

Ce Which course the Chinese choose to adopt 
will probably be considerably influenced 

by the general political situation in two or 
three months timee If the situation in 
Korea improved the Chinese might edd 
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decide not to put too many difficulties 

in the way of the firms’ representatives 
wishing to leave China. If, however,. 

the situation in Korea worsens the price 

to secure the release of the representatives 


is likely to be increased correspondingly. 
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De The firms are generally agreed that 


they will not make blackmail remittances 


100,000 


to China even if the Chinese imprison 
their staff in consdquente, This decision 


has been a hard one to make and it will be even 


(440359 WT.32637/249 


harder to imp@lement when the time comes. 
| | | /Most 


Most of them hope that they will have been able t 


pay off legitimate claims (e.g. taxes, wages,. etc 
prior to closing down by the end of been. Ke 5 

Tn practice it seems likely that the firms will bi 
prepared to pay fairly substantial sums of money 
ag final payments, if they have adequate guarante 
that their staff will be released immediately and 
allowed to leave China. The firms are being aske 
to estimate how large Chinese claims are likely 
to be, but full details have not been received fr 
all firms. "“Reasonable™ Chinese demands could 


involve total sterling remittances of up to 


MARGIN. 


we Willion. This, however, excludes possible 
claims against the banks in respect of their pre- 


war deposits*. The banks therefore present 


IN THIS 


a special problem and will take longer to close 
Gown, Provided that the firms do not give way to 
blackmail demands, it seems reasonable that 
H.M.G.$Mould support any action on which they 


decide. 


* Pre-war deposits 


a 


Most pre-war deposits in the British 
Banks were repaid in full either by the 
Japanese licuidators during the war, or 
by the banks themselves after thewar, 

In the latter case the banks secured a 

receipt acknowledging that this was a final 
settkment.. The remaining deposits were 
unclaimed. Most of the unclaimed deposits were 
made by foreigners who hever returned to China 
after the war; some were unclaimed Chinese 
deposits. The Central People’s Government 
have hinted that they expect yet another 
settlement of the pre-war deposits on the 
basis of 20 pre-war Chinese dollars to 

U.S. Zl. If this claim is pressed 

the total sum involved (depending on 

the method of calculation) would be 
approximately: 


NOTHING TO BE WRITTEN 


On all Gdepositsec.cek/ 3 million. 


On unclaimed deposits (foreign and Chinese) er agen 
£163 million. 


On unclaimed Chinese depositsec.ee%e4 million 


Je 


lu. The question of what pressure could be 
brought to bear against the Chinese Government 
Exch rim : 
WAS Aeawiaeeed in the paper BA(51)9 “Additional 
Measures Against China", which was considered 
by the E.P.C.e on 19th December, 1951. This 
paper considered what @conomic measures additional 
to the U.N. strategic embargo against China 
could be imposed in the event of the failure 
of the armistice talks in Korea and the 
resumption of full scale fighting, and reached 
the broad evidivataak aithes’ a radical change 


of policy .senree China, verylittle caid be 
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SL4htly 
done peyond @trengthening the existing economic 


embargo. 


De The following measures have.now been 


IN. THIS 


reconsidered in the possible context of the firms' 
representatives being held hostage in China: 

(i) Total prohibition of trade with China. 

(ii) Res&trictions on the use of sterling 
by the Chinese. 

In addition, the following measures, not 
tiscussed in BA(51)9 have been considered: 

(iii) Confiscation of Chinese assets in 

British territory. 
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(iv) Control of remittances to China by 
| overseas Chinese in British territory 
(mainly in Malaya). 
(v) Control of remittances by British 
firms from Hong Kong to Chinae 
be ‘There are adiciiain objections to the first 


four measures outlined above; 
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(i) <A tota] prohibition of trade with China 


would be entirely contrary to our peace-time 
trading policy, heighten tension in the Far 
Kast, increase the. danger of war spreading, cripple 


Hong Kong economically and possibly be a prelude to 


(440399 WT.32637/249 100,000 


{the Chinese 


the Chinese taking military measures against Hong 
Kone 

(ii) Restrictions on the use of sterling 
to finance trade between "third" cougtries and 


China would not cause the Chinese more than a 


limited inconvenience, but might wause considerabh 


harm to the sterling system. The blocking of 
Chinese sterling would be financially equivalent 
to a complete economic embargo and open to the 
objections outlined in (i) above. 

(iii) Chinese assets in British territory 


only amount to abou€ £ million.: The material 


MARGIN. 


advantage gained from confiscation would 


be greatly outweighed by the political odium 


thereby aroused. 


IN THIS 


(iv) Control of remittances to overseas 
Chinzse (principally Malayan),apart from financia: 
objections, would be qen to the serious political 
objection that it would antagonize the Chinese 
in Malaya and obstruct General Templer in his 


campaign against the bandits. 


For the above reasogjs, these measures have b 
considered inappropriate and, far more important, 


unlikely to obtain the object in view - the releage 
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of the British staff. On the other hand, the Chifese 
are in fact aware that these measures could 

be taken against them if Anglo-Chinese relations 
deteriorate appreciably. This knowledge may 
therefore be a partial deterrent to their 
adopting too unreasonable an attitude 

towards the British firms. 

te The leasfy impracticable action which we as take 
in support of the firms in present circumstances 
woulda be to introduce controls to prohibit 
blackmail remittances to China, The firms have 


themselves asked if we can take such action so 


/that 


that they can explain to the Chinese authorities 
that they are unable to remit money due to the 
action of H.M.G. This would enable them to shift 
the onus on to H.Mi.G, General financial 
regulations to control the transfer @¢ sterling 
outside the sterling area already exist in 

the UeKe and these regulations could be 

employed if necessary to cases of "blackmail" 
remittances to China, The lbop-hole is 

Hong Kong where there are no restrictions. 


Legislation could be introduced there at short 
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notice but conditions in Hong Kong are such 
that the firms could in fact easily break 


the regulations and remit to China if they so 


IN THIS 


wished, ‘The Chinese of course mexeewe 1cAlisc 
this. The Governor of Hong Kong admits 
that controls could be introduced, but 
is strongly opposed on the grounds that they 
could not be applied in practice and would 
direct Chinese hostility against Hong Kong, 
8. Conclusions 

(a) the application of any of the 


measures considered, except remittance control 
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from Hong Kong, would amount to a radical 
change in H.M.G.'s policy towards China and 
would not be justified in the circumstances 
envisaged, 

(b) None of these measures would be 
effective in securing the release of the 


firms representatives from China, Any increased 
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pressure against the Chinese would be as a result 
of a general deterioration in the political 
situation and would probably make the release 


of the firms' staffs more difficult. 


/ (8) 
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(c) Control of remittances from 
British firms in Hong Kog§g to China is 
considered to be undesirable in practice, 
though possible in theory, 

(da) The Chinese sare only interested in 
the firms' staff as a means of exgtrtingsmoney 
from the firmse In principle they would like 
to see the firms and their representatives leave 
China and their demands for money are likely to 
be limited to sums which they feel the firms 
would be prepared to pay for the release of thei 
steff.s 

(e} Some of the firms’ senior representati 


will probably be imprisoned as part of the 


Chinese tactics to put pressure on the firms, 
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be kept waiting indefinitely for exit permits. 
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DRAFT PAPER FOR 
SUBMISSION TO 
THE E.P.C. 

BY THE FOREIGN 
SECRETARY 


Closure of British Firms in China 
> 

On 9th April the Cabinet considered a 
memorandum (C.P.(52)107), which I circulated, 
about the future of British firms in China. 
It was agreed to present a Note to the Chinese 
Government, pointing out the difficulties 
under which British firms were operating, 
and to follow this up with a second Note 
saying that most firms would shortly be applying 
for permission to close. The first Note was * 
presented on i2th April and the second Note on \ 
19th May. My colleagues will recall that on . 
20th May I made a statement in the House on 
this question, The Chinese are therefore now 
aware that British firms contemplate a general 


\ ‘ 


withdrawal from China, 
Qe The firms will be applying individually. 
for permi: sion to close during the coming 

weeks; some have already done so. ‘They will. 
naturally try to secure the best bargains they 
can from the Chinese, but in practice most of 


them expect to losé al their assets in China 


without compensation. Their primary object is \ 


‘\ 


to withdraw their foreign staff safely from China 


5. In C.P.(52)107 I mentioned that a paper 


would in due course be circulated to the 
Economic Policy Committee considering what 
support should be given to the firms by Her 
Majesty's Government to achieve this object if th 
Chinese Government attempted unreasonably to 
delay the departure of the firms representatives . 
from China, 

4. ?f accordingly attach a memorandum (prepared 
in conjunction with the Treasury, Board of Trade 


if 


/ena 


and Colonial Office) which examines the 


; 
, J 


pessibie courses of action by H.M.G. inthis 
event. These courses of action are described 
in paragraph 5 of the memorandum. 

Se The memorandum reaches the following 


conclusions: 


(a) The application of any of the measures 


considered, except remittance control from 


¥ fg 
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Hong pies would amount to a radical change 


in H.M.G‘s policy towards China and would not 
be justified in the circumstances envisaged. 
(b) None of these measures would be 
effective in securing the release of the firms 
representatives from China. ‘ Any increased 
pressure against the Chinese would be as a 
result of a general deterioration in the 
political situation and would probably make the 
release of the firms’ steffs more difficult, | $4" 
(c) Regulations already exist in the U.K. a mo 

for the control of sterling-remittances to : 
China. ‘There is no control @f remittances from Z 
Hong Kong to China. The Hong Kong Government 
consider such control to be undesirable in 
practice, though possible in theory. | 
“ds | (a) The Chinese are only interested in 

the firms* staff as a means of extorting 

"blackmail" money from the firms. In priné¢iple 
they would like to see the firms and their 
representatives leave China and their demands 

for money are likely to be limited to sums 

which they feel the firms would be prepared to 

pay for the release of their staffs, 

ke «(e) ‘Some of the firms’ senior represen- 
tatives will probably be imprisoned as part of 

the Chinese tactics to put pressure on the 


| fires, 


firms. Alternatively they may be kept waiting 
indefinitely for exit permits. 


“6. Recommendation 


I therefore invite my colleagues 


(a) to take note of and concur in the 
knrm 
conclusions reached in the attached 


memorandum (see paragraph 5 above) 

to agree that Her Majesty’s Government 
should, at some appropriate time (to 

be decided in consultation with the 
firms), publicly support the firms’ 
decision not to mke blackmail remit— 
tances to China and should, if necessary, 
present a Note to the Chinese Government 
to this effect; 

to decide whether or not to request the 
Governor of Hong Kong to impose 
remittance control on the lines proposed 


in paragraph 5 (c) above. 


ANNEX 


MEMORANDUM ON POSSIBLE COURSES OF ACTION BY 
H. M. G. IN SUPPORT OF BRITISH FIRMS IN CHINA 


The Chinese may decide that to 
secure the assets of all British firms in 
China (very approximately worth £200=-250 
million) without having to pay compensation 
is sufficient gain in itself, and therefore 
allow the foreign staff to leave China 
without putting too many difficulties in 
their way. Or they may decide to hold the 
foreign staff of the firms as virtual hostages 
in an attempt to extort large sums of money 
from the firms in the form of alleged out- 
standing tax, law suit, and wage claims. 
This would be more in line with Communist. 
policy. 
Ze Which course the Chinese choose to adopt 
will probably be considerably influenced by 
the general political situation in two or 
three months time. If the situation in 
Korea improved, the Chinese might decide 
not to put too many difficulties in the way 
of the firms’ representatives wishing to 
leave China. If, however, the situation in 
Korea worsens, the price to secure the 
release of the representatives is likely to 
be increased corresondingly. | 
3. The firms are generally agreed that 
they will not make blackmail remittances 
to China even if the Chinese imprison 
their staff in consequence. Thia decision | 
has been a hard one to make and it will be 


even harder to implement when the time comes. 


/Most 


ea 
Most of them hope that they will have been able to 
pay off legitimate claims (e.g. taxes, wages, etc) 
prior to closing down by the end of the summer. 
In practice it seems likely that the firms will be 
prepared to pay fairly substantial sums of money 
as final payments, if they have adequate 
guarantees that their staff will be released 
immediately and allowed to leave China. The 
firms are being asked to estimate how large Chinese 
claims are likely to be, but full details have not 
been received from all firms. “Reasonable” Chinese 


demands could involve total sterling remittances 


as ee ~ f 
of up to £2 million. (This, -heowever, excludes 


possible claims against the banks in respect of 
their pre-war deposits? The banks therefore “> 
present a special problem and will take longer 

to close down. Provided that the firms do not 
give way to blackmail demands, it secms 
reasonable that H.M.G. should support any action 
on which they decide. 


Pre-war deposits 


Most pre-war deposits in the British Banks 
were repaid in full either by the Japanese 
liquidators during the war, or by the banks 
themselves after the war. In the latter case, 
the banks secured a receipt acknowledging 
that this was a final settlement. The 
remaining deposits were unclaimed. Most of 
the unclaimed deposits were made by foreigners 
who never returned to China after the war; 
some were unclaimed Chinese deposits. The 
Central People’s Government have hinted that 
they expect yet another settlement of the 
pre-war deposits on the basis of 20 pre-war | 
Chinese dollars to U.S. £1. If this claim is 
pressed the total sum involved (depending on 
the method of calculation) would be 
approximately: 


On all _ deposits @eeoecece £3-3 million. 2.4 ) 


On unclaimed deposits (foreign and Chinese) .oe. 
£1.3 million. f Q? 


-On unclaimed Chinese deposits ....-£.4 million. 


Ju 


hi. The question of what pressure could be 
brought to bear against the Chinese Government 
was examined in the paper EA(51)9 “Additional 
Measures Against China", which was considered 
by the E.P.C. on 19th December, 1951. This 
paper considered what economic measures 
additional to the U.N. strategic embargo against 
China could be imposed in the event of the ~_ 
failure of the armistice talks in Korea and the 

resumption of full scale fighting, and reached 
the broad conclusion that, without a radical 
change of policy towards China, very little 
could be done beyond slightly strengthening the 
existing economic embargo, 
5. The following measures have now been 
reconsidered in the possible context of the 
firms’ representatives being held hostage in 
China: 

(i) Total prohibition to trade with China, 

(ii) Restrictions on the use of sterling 
by the Chinese, 

In addition, the following measures, not 
discussed in EA(51)9 have been considered: 


—- 


(iii) Confiscation of Chinese assets in 


British territory, 


/ 


f (iv) Control of remittances to China by 
overseas Chinese in British territory (mainly 
in Malaya), 

(v) Control of remittances by British 
firms from Hong Kong to China, | 
6. There are strong ditiae nie to the first 
four measures outlined above; 

(i) A total prohibition of trade with 
China would be entirely contrary to our peace- 
time trading policy, heighten tension in the Far 


East, increase the danger of war spreading, 


cripple Hong Kong economically and possibly be a 
erste fn /prelute 


prelude to the Chinese taking military measures 


against Hong Kong. 

(ii) Restrictions on the use of sterling 
to finance trade between "third" countries and 
China would not cause the Chinese more than a 
limited inconvenience, but might cause 
considerable harm to the sterling system, l tre 
blocking of Chinese sterling would be financially 
equivalent to a complete economic embargo and 
open to the objections outlined in (i) above. | 

(iii) Chinese assets in British territory 
only amount to about £4 million, The material 
advantage gained from confiscation would be 
greatly outweighed by the political odium 
thereby aroused, 

(iv) Control of remittances ¢= overseas 
Chinese (principally Malayan), apart from financial 
iSentienne Sonia - open to the serious political 
objection that it would antagonize the Chinese 
in Malaya and obstruct General Templer in his 
campaign against the bandits, [ a 

For the above reasons, these measures have 
been considered inappropriate and, far more 
important, unlikely to obtain the object in 
view - the release of the British staff. On the 
other hand, the Chinese are in fact aware that 
these measures could be taken against them if 
Anglo-Chinese relations deteriorate appreciably, 
This knowledge may therefore be a partial deterrent 
to their adopting too unreasonable an attitude 
towards the British firms, — 

Te The least Serreetiuadic action which we 
could take in support of the firms in present 
circumstances would be to introduce controls 
to prohibit blackmail remittances to China, The 
firms have themselves asked if we can take such 


| action se 
/that 


ta sed 
that they can explain to the Chinese authorities 
that they are unable to remit money ‘due to the 
action of H.M.G. This would enable them to 
shift the onus on to H.M.G. General financial 
reculations to control the transfer of sterling 
outside the sterling area already exist in the 
U.K. ‘and these regulations could be employed if 
necesbiey to cases of “"hlackmail” remittances to 
China, ‘The loop-hole is Hons Kong where there 
are no restrictions, Legislation could be 
introduced there at short notice but conditions 
in Hong Kong are such that the firms could in 
fact easily break the reculations and remit to 
Chines if they so wished, The Chinese of 
course realise this, The Governor of Hong 
Kong admits that controls could bs introduced, 
but is strongly opposed on the grounds that 
they could not be applied in practice and would 
direct Chinese hostility against Hong Kong. / 


8. Conclusions. 


(a) the application of any of the 
measures considered, except remittance control 
from Hong Kona, would amount to a radical 
change in H.M.G.‘s policy towards China and 
would not be justified in the circuastances 
envisaced, 

(b) None of these measures would ve 
effective in securing the releass of the 
firms representatives from China, f any 
increased pressure against the Chinese would 
be as « result of a general deterioration in 
the political situation and would probably 
make the release of the firms’ staffs more 


aifficult. / 


/(e) 


(ce) Control of remittances from British 


firms in Hong Kong to China is considered to 
be undesirable in practice, though possible 
in theory. | 

(a) The Chinese are only interested in 
the firms’ staff as a means of extorting 
“blackmail” money from the firms, In 
principle they would like to see the firms 
and their representatives leave China and 
their demands for money are likely to be 
limited to sums which they feel the firms 
would be prepared to pay for the release of 
their staffs. 

(e) Some of the firms’ senior 
representatives will probably be imprisoned 
as part of the Chinese tactics to put 
pressure on the firms, Alternatively 
they may be kept waiting indefinitely for 
exit permits. 
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BRANCHES 
INDIA—Calcutta, Bombay, Darjeeling, Simia. CEYLON—Colombo, Kandy, Nuwara Eliya. MALAYA—Penang, Ipoh, Talpeng ' 
Kuala Lumpur, SINGAPORE. JAVA & SUMATRA—Sourabaya, Medan. CHINA—Shanghai. HONG KONG. 
KENYA — Nairobi, Nakuru, Eldoret, Mombasa. ARGENTINA — (salow Buenos Aires, Cordoba, Rosario, & Mar del Plata. 


our rer. MW/HLB. -* -¥OUR REF. pate 12,5.1952. 


The Under Secretary of State, E 
The Foreign Office, 


London, SeWel. 
China Section. 


For the attention of lMir,Drinkall. 


Dear Sir, 


Referring to the interview you kindly accorded to the gw wr 
writer last Friday, at your request, we now enclose herewith rite 
copy of a cable that we have despatched to lir. A.EeHandley, in 


Shanghai. 


We should. like to take this opportunity of thanking you 
for your advicé and help which you gave to us. 


Yours faithfully, 


FOR AND ON BEHALF OF 
WHITZAWAY, LAIDLAW & Co. LTD. 


Pa RO <apaneine 


Director. 


CU F ss 


‘Ns AE eHandley, 
Cable sent to Messrs. Whiteaway Laidlaw & Co. Ltd,, Shanghai. 


Directors have carefully considered your telegram 


May sixth and reports April twentyfourth and twentyninth STOP 


As trading conditions now make it impossible fqr you to meet 


; — 
a: ' 
‘ 


obligations and there seems no prospect of improvement 
Directors have decided no good long term purpose would be 
served by further attempts to maintain your branch for time 
being stop. They are unable to remit or guarantee funds 

for seasonable stocks and unless you in collaboration with 
Union make local arrangements for continuing the business 
without assistance from outside adopting all our suggestions 
previously cabled and others within Unions power such as 
termination of redundant staff we know of no alternative to your 
making application to appropriate authorities for closing down 
of business and sale or lease of premises and transfer from 


China of yourself and Edmunds. 


LL COMMUNICATIONS ADDRESSED HE COMPANY hw 


‘pWhiteaway Laidlan ito Limited 
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INDIA—Calcutta, Bombay, Darjeeling, Simla. CEYLON---Colombo, Kandy, Nuwara Eliya. MALAYA—Penang, Ipoh, Taipeng, 
Kuala Lumpur, SINGAPORE. JAVA & SUMATRA-—Sourabaya, Medan. CHINA—Shanghai. HONG KONG. 
KENYA — Nairobi, Nakuru, Eldoret, Mombasa. ARGENTINA - (asdlow Buenos Aires, Cordoba, Rosario, & Mar del Plata. 


our rer. MW/HLB. YOUR REF. DATE 230501952. 


The Under Secretary of State, 
The Foreign Office, 


; London, SeWel. ll (Lo “i | ( 70 


Ching Section. 
For the attention of Mr.Drinkall. 


Dear Sir, 


As arranged at our telephone conversation this 
morning, we enclose herewith copy of a cable dated 22nd May 


that we have received from Shanghai, in reply to ours of the 
l2th May. 


We hope to telephone you on Monday regarding this 
matter. 


Yours faithfully, 


‘'D ON BEHALF OF 
?  GAWAY, LAIDLAW & Co. LTD. 


Encl. —. lipthonr~ 


Director. 


P.S- We have also received today from our Hong Kong branch, a 


confidential report, and for your information, we give you an 
extract fpom it:- 


"Conditions in Shanghai are very difficult, and campaigns 
"against employers are at present in force, all employees are 
compelled to inform against employers, managers, etc., and the 

latter are subsequently taken away for examination. During this 


"period, no exit visas are allowed 
» and it is not known h 
"this particular purge will last". ati 


Code Word 


Conf irmation of Cable. 


e Received by WHITEAWAY, LAIDLAW & Co. Ltd, LONDON. 


From WHITEAWAY, LAIDLAW & Co., Ltd., SHANGHAI. 
LY 925556. 


Meaning 


\ Reference your cable twelfth hay liquidation impossible 
STOP Shanghai branch being integral pert of Company with 
Directors and Capital in London STOP Is it Directors 
intention to abandon this branch end management and shift 


the full responsibility of this branch on management 


without your financial support. 


WHITEAWAYS , 


ALL COMMUNICATIONS ADDRESSED © COMPANY 


-»Whiteaway Laidlaw cCo Limited 
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BRANCHES 


INDIA—Calcutta, Bombay, Darjeeling, Simia. CEYLON-—-Colombo, Kandy, Nuwara Eliya. MALAYA—-Penang, Ipoh, Taipeng, 
Kuala Lumpur, SINGAPORE. JAVA & SUMATRA-—Sourabaya, Medan. CHINA—Shanghai. HONG KONG. 
KENYA — Nairobi, Nakuru, Eldoret, Mombasa. ARGENTINA - (sajow Buenos Aires, Cordoba, Rosario, & Mar del Plata. 


our rer, MW/HLB, YOUR REF. paTE 292501952. 


The Under Secretary of State, 
The Foreign Office, 
London 9 SeWel * 


China Section 
For the attention of Mr.Drinkal). 


Dear Sir, 


With reference to the interview which the writer had 
with you on Tuesday last, we enclose herewith copy of a 
cable which we despatched to our Manager in Shanghai on the 
28th May, 1952. 


Yours faithfully, 


FOR AND ON BEKALF OF 


ve Stic iP LY, | AS SLAY J/&C Ye 


Director 


Pte 


Confirmation of Cable. ebth.May.,..195266. 


7 


“Bispatched py WHITEAWAY, LAIDLAW & Co. Ltd, LONDON. 


TO WHITEAWAY, LAIDLAW & Co., Ltd., HANDLEY, SHANGHAI. 
LT, 


Reference your cable tvwentysecond if you cannot continue under 
orevailing conditions Directors intention is that you must close F 
down or dispose of business and let premises on lease STOP | 
Directors resolution to this efrect forvarded by mail STOP Your 
local assets exceed your liabilities so difficulty not understood § 
STOP neference your report hiey sixteenth and questionnaire 
attached vlease inform Union that Directors consider matters 
referred to in questions eight nine and eleven do not affect. 

the problem of what shell be done to meet your expenses and | 
liebilities STOP Send full report by letter as to your proposale§ 
for closing brench. 


WHITEAWAYS 


E 
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VY 
i Saag 
5th May, 195 
(HL The “ae la 


The Rt. Hon. Anthony Eden, M.C., M.P., 
secretary of State for Foreign affairs, 
Foreign Office, 

“hitehall, 

LONDON, S.Wel. 


Dear oir, 


After prolonged consideration the Board of Directors 
of this Company have with great regret come to the decision 
that it is no longer possible to operate the factory in 
shanghai uncer British management. 


Our Manager, Mr. R.T,Oates, is due for relief and is 
undergoing medical treatment for 5) “rue , which the doctor 
advises can be checked only by a change of climate and relief 
from the most arduous and harassing responsibilities which the 
policy of the Chinese Feople's Government imposes upon 
management. Our remaining British staff are due for leave. 


Following the recognition by Her Majesty's Government 
of these grave difficulties and the recent representations by. 
H.M.Charge d'ffaires in Feking, the Board have decided that 
instructions to resolve this problem of management must now be 
sent to Mr. Oates, and I beg to enclose for your perusal and 
retention a copy of our letter to Mr. Cates dated end May, 1952. 


We wish to make it clear that we have been at great pains 
to demonstrate our willingness to take the rough with the smooth 
in China, and that a deliberate policy over some few years has 
placed our factory in Shanghai today in the position that it can 
be moreorless self supporting for raw materials provided there 
is no discrimination in purchase of Chinese domestic wools: and 
that it has ample stocks of yarns to pay wages and normal taxes 
for many months ahead, provided the ability to make sales is 
not artificially impeded and penal discriminatory taxation not 
}levied capriciously. We have tried to make our factory the best 


‘possible example of enlightened British enterprise in amenities; 


Continued 


3t. Hon. Anthony Eden. M.C., M.F 5th May, 1952 


_—_. 


and our staff have served with creat loyalty and steadfastness. 


The decision we have now taken therefore has nothing to 
do with profit or loss and is not the result of a business 
brought to a standstill. It results solely from the policy of 
the Chinese People's Government refusing entry pvermits for staff 
replacements in the past two years, and in rejecting or ignoring 
applications made since for transfer of the management to other 
concerns and persons already in Shanghai. The result is that 
our British staff are in fact held. under duress and it is for 
this reason that we have taken this decision to resolve matters. 


You will note that we have requested the appropriate 
Bureau of the Chinese People's Government to nominate a manager 
to relieve lir. Cates or to arrange for the lease of our business. 


We now wish to state that if the response of the Feople's 
Government to our request is such that it results in our 
roperties, machinery and stocks passing beyond our control, we 
ti 


reserve our position. completely as to ownership of our exis 
Assets in China, and that we regard the necessity to take the 
step we are now taking as due to the actions and policy of the 
Chinese People's Government, beyond our control and incompatible 
with the undertaking of equality of treatment given by them. 


ng 


We shall, as soon as the financial year ends on 
30th April, 1952 send you a Statement of our Assets in China as 
at that date for the purposes of record. 


Yours fully, 


J.S.Kenyon: 
Director 
PATONS & BALDWINS LIMITED 


Enclosure 


4 2nd May, 1952 


Mr. Re T. Oates, 

Manager, 

Patons & Baldwins Limited, 
SOHANGHAL. 


Dear Mr. Oates, 


We confirm our telegram reading as follows :- 


"776 AT A MEETING OF THE BOARD OF DIRECTORS ON 
29TH APRIL OUR CABLE 774 REPLYING TO YOUR 449 

WAS FURTHER CONSIDERED TOGETHER .WITH CHAIRMANS 
LETTER OF 315T MARCH FULLSTOP IT WAS DECIDED AND 
YOU ARE HEREBY INSTRUCTED TO REQUEST THE BUREAU 
OF INDUSTRY AND COMM@RCE TO NOMINATE ONE OF OUR 
CHINGSE EMPLOYERS TO TAK: OVER FROM YOU THE 
MANAGEMENT OF THE SHANGHAI FACTORY FULLSTOP IF 
BURGAU CONSIDERS NO EMPLOYEE CAPABLE OF SUCCEEDING 
YOU THEN YOU AR INSTRUCTED TO REQUEST THiIM TO 
NOMINATE SOME OTHER SUITABLE PERSON WITHER BY — 
DIRGCT APPOINTMENT OR BY LEASE OF THE BUSINGSS AS 
A GOING CONCERN FULLSTOP NOTIFY AUTHORITIES THAT 
YOU ARE ALL DUE FOR RELIEF AND THAT WE CANNOT FIND 
PERSONS TO REPLACE YOU FULLSTOP IF AUTHORITIES 
UNABLE OR UNWILLING TO ACT AS FOREGOING THEN WE 
INSTRUCT YOU AS OUR LAST BRITISH MANAGER. TO APPLY 
FOR PERMISSION TO CLOSE DOWN WHILST THERE STILL 
REMAIN AMPLE STOCKS TO ENABLE THE LEGAL 
OBLIGATIONS INVOLVED IN CLOSING TO BE MST FULLSTOP 
ALL BRITISH STAFF SHOULD APPLY FOR EXIT PERMITS 
PLEASE ACKNOWLEDGE RECEIPL OF THIS CABLE" 


There is nothing much which can be added to the above 
telegram and to my letter of March 3lst. 


In considering this problem the Directors are keenly 
aware that you yourself are sick, and that we have received a 
doctor's Certificate stating that you have a bad case of Sprue 


which requires a complete change of residence and relief from 
responsibilities, 


We have done everything in our power to arrange for you 
to be relieved of these responsibilities and to hand them over 
to competent hands under whose management the factory can be run 
as efficiently as possible under the difficult circumstances 


Mr. R. ' Oates 


of today. But our application for a transfer of the 

management to The China Engineers Ltd. has, without explanation, 
been refused. Neither have other efforts to arrange for the 
continued management of the factory by others been successful. 


In the light of the inexplicable and unfair disregard 
of your health; the apparent indifference to the devoted loyalty 
which you have shown towards the factory and its employees over 
so many yoars; and the impossibility of finding a suitable 
volunteer willing to procced to China to relieve you, the 
Directors are not prepared to order any employee to proceed to 
China even should an Entry Visa be obtainable for him. You will 
remember that we have had several applications refused, 


Naturally the Directors would prefer that the factory is 
carried on so that those who have worked there shall not suffer, 
but it is evident from earlicr attempts to appoint men to duties 
in the factory in place of foreigners, that it is difficult, if 
not impossible, for the Company to select qualified persons to 
undertake the responsibilities of management. Nevertheless the 
Directors venture to hope that it may be possible for the 
Bureau of Industry and Commerce to select a person, or persons, 
from among staff and/or workers qualificd by the experience they 
will have gained in the three years since the advent of the People's 
Government in Shanghai, and willing to succeed you, 


If it should happen that the Bureau does not consider any 
amployoc to be capable of replacing you then they are no doubt in 
the position to nominate some suitable person, or Company, from 
outside to tako over the management either directly or by means 
of arranging a lease of the business as a going concern. 


The Directors are aware that such 4 person, or persons, 
will be in the extremely fortunate position of having at his/their 
disposal a factory in excellent condition, and with stocks, which 
despite the difficultics of the past few years, are adequate to 
enable a determincd management backed by the sympathy of the 
Authorities and Union to continue operations; aided by the fact 
that a plant has been installed for processing China Wools and 
hence affording partial independence from Imports, 


If, despite all this, the Authorities are unable or 
unwilling to find any solution by moans of the appointment of 
somebody clse from outside our present British staff, then you 
are hereby instructed to apply to close the business forthwith 
whilst you still have ample stocks with which to meet the legal 
obligations involved in closure, and to request the Bureau of | 
meesty and Commerce for their assistance in the disposal of 
asscts. 


“ 


This letter is also an instruction to all British 
staff to apply for Exit Permits. 


Yours faithfully, 


P,A Wright 
Chairman 
PATONS & BALDWINS LIMITED 


z 
0 
a 
< 
2 
2 
L 
- 
5. 
z 
id 
Ian 
- 
ce 
> 
bd 
ie) 
O 
jn 
O 
é 
L 
b 
O 
Zz 


250m 7/51 V.P.Co. 51-8078 


We. 11647,234 


Registry 
No. €cu0s/7) 


K 
D 8/5 


Draft. letter to: 


Messrs. Paton & 
Baldwin Ltd., 
Darlington, 

Co. Durham, 


rot fle 8th May, 1952. 


Sir, 

I am etc. to acknowledge your letter of 
5th May announcing the decision of your Board 
of Directors that it is no longer possible to 
operate your factory in Shanghai under British 
management, 
Ce Mr. Eden wishes me to express to your Board 
of Directors and to those members of your 


Company who are in China his dep sympathy-4u./ 


tter Ue abpalion, ote Abich yp ban him faced, \ 
He has watched with g@mame concern the ever- 


mounting difficulties under which British firms 
have been compelled to operate in China, and 

he has had these difticulties described to him 
personally by representatives of the China 
Association, It seems inevitable that other 
firms will find themselves forced to make similar 
decisions, 

56 — at, 
. mat f 
prefit—on—lLloss. Your Ketorsy te 1x 4eed venting 
order—and,_due—_to—_your -foresir aTId i E e, 
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<& provides a kx, example of British skill 
and British ideas of industrial welfare. But 


€ Z ~ i 
+#/ the papog ae 8 Oe ere—unwiiling to grant 


entry permits for British staff replacements, 


ld 


there is clearly no alternati estat to withdraw 


the remaining British staff, who cannot be 
expected to remain in China indefinitely without 
leave, Auh wn %& Cokidbitug rd Certinn, 

4. The statement in the penultimate paragraph 
of your letter is noted, sem Mr. Eden hopes that 


satisfactory arrangements for the disposal of 


/your 


your factory can.be made and that the—withdrewal 


Car ork, 
of your British staff witt be effeeted without 
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NOTHING TO BE WRITTEN IN THIS MARGIN. 


POREIGH OFPICE, 8.¥.1. 
12th May, 4952. 
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FROM APORE TO FOREIGN OFFICE 
(Commissioner General.for the United Kingdom in Seyth East Asia) 


This telegram is of particular secrecy and should be retained by the 
jorised recipient and not passed on 2 om 


Cypher/OTP FOREIGN OFFICE 


No, 260 D. 1.56 p.m, 12th May, 1952 
y, 1952 R, 3.35 p.m, 12th May, 1952 


SECRET 


Addressed to Foreign Office telegram No, 260 of 12th Ma 
Repeated for information to: Pekinc 


Hong Kong 


and saving to High Commissioner, Federation of Malaya 
~Governst Singapore 
Officer Administering Government of 
North Borneo and Sarawak, 


; F 2 gr, 


British firms in China. 3 Wer 

Replies have now been received to letter of 21st March copied to you 
in which I asked for news of Governments of British dependent territories in 
Malaya and Borneo on the material and moral effects if any which withdrawal 
of British enterprises from China would be likely to have upon the Chinese 
in their territories. 


2. All the governments concerned agree that there will be few reper- 
cussions on trading interests in their territories. The local Chinese firms 
have little direct contact with Communist China, as most of the trade is 
undertaken through: connexions in Hong Kong. 


3. The Government of Federated Malaya thinks that the most serious 
implication of withdrawal will be i“loss df face", accentuated by the fact that 
many of the Chinese in Malaya believe the preservation of British commercial 
interests in China to have been the main reason for the original recognition 
of Central Peoples Government by Her Majesty's Government. The 
Federated Government thinks it impossible to make prepaganda capital out of the 
withdrawal and maintains that we can only hupe to minimize it significance. 
The Governments of remaining territories think that might 
successfully represent withdrawal as illustrating the impossibility of doing 
business in Communist China under present conditions, and the Sarawak 
Government suggests propaganda should publicise accredited facts that the 
ee eee OP. oxtea. / 
as British firms. 


4, I think it is possible to exaggerate the "loss of face" which the. 
withdrawal from China of long-standing British firms ts likely to caygric,, 
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SECRET 
tele No. 260 to Foreign Office 
ae 


In my experience the Chinese here are realists and I think the responsible 
ones appreciate the empirical nature of Her Majesty's Goverament's 
policy towards China. Although the withdrawal is in one sense a forced 
withdrawal it is after all an initiative by the firms themselves. [If it takes 
place at a time when (with all reservations about the purely propaganda 
aspect of the Moscow Economic Conference) there seems a possibility 

that trade may still be done through other channels, and particularly if 
anything comes of the suggestion (your secret telegram No. 38# to Peking) 
that some kind of semi official British mission should be estab 

on a collective rather than an individual basis, the "loss of fac 

perhaps be avery great factor. 


5. Nevertheless, our propaganda attitude is obviously im 
I have no doubt that careful consideration is already being given to this. 
The decision by the major established firms in China to withdraw from 
China comes while the Moscow Economic Conference and "trade agreements" 
alleged to have been cencluded there by British and Chimese delegations is 
still fresh news, When it is announced, it will thus provide overseas 
Chinese with the spectacle of some British businessmen clamouring for 
trade with China at a time vwhen their old-established cempatriets are being 
forced to withdraw at heavy loss by the obstructive tactics of the Chinese, 
It may be that the communists will make much of this coincidence of events. 
It is mo deubt their deliberate pelicy to eliminate old British firms in 
China, whem they may be expected to represent as eut-worn relics of 
"semi-celenial exploitation", which must be replaced by new trade relations 
"on a basis of equality and mutual benefit", 


6. Ht weuld be helpful to us here, therefore, if, at the appropriate 
moment, seme comprehensive efficial statement could be made by Her 
Majesty's Government which would stress the difficulties under which British 
firms in China have laboured to keep up the trade connexion, and weuld 
make clear that both Her Majesty's Government and British firms have new 
shown their readiness to adapt trade to new conditions in China by 
propesing establishment of a collective trade mission. The statement would 
then link up with eur general prepaganda line en the Moscow Economic 
Cenference, in thr g upon China the responsibility of demenstrating the 
genuineness of their desire for the expansion of trade with Britain. 
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CONFIDENTIAL. 


SINGAPORE 
Addressed to SINGAPORE telegram No. 


4 | 
of tar DX | \ repeated for 
information to PEKING and HONG KONG, 


Telegram. 


No. 


(Date) 


Your telegram No. 260 [of the 12th May: 


British firms in China]. 
3 

aaa You will see from my telegram No. 436 
to Peking that official statement will be 


me — me 
mace in the House on May 20th. lex anll 


| Regrephed. ' yor. o0 Cd a yun 4b No 
Shy SIP. 2e- I suggest that the bést reoaataia AS P. 


IgV; line is to point out that Communist dogma 
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IN THIS 


leads inevitably to the elimination of all 
private firms and this process.is apparent 
in China today. For this reason it is 


impossible for foreign firms to operate 
when 
XXX profitably inside China, even/(as in the 


— case of the British firms) they have brought 
ybher. : 
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and could continue to bring substantial 
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Foreign Office and 


economic benefit to China. f 
Whitehall. 3. Trade with China is in a different i 


category, and it is hoped that this will 
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FROM FOREIGN OFFICE To SINGAPORE 


(Commissioner General fer the United Kingdom in 
Seuth East Asia) 


Cypher/OTP FOREIGN OFFICE AND 
WHITEHALL : DISTRIBUTION 
No. 3545 


20th May, 1952 DB, 2.35 pom. 2th May 1952 
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Addressed to Singapere telegram No. 345 of 20th May. 
Repeated for information te: Peking 


Heng Kong 


Your telegram No. 260 [ef 12th May: British firms in China]. 


You will see from my telegram No. 436 to Peking that 
efficial statement will be made in the House eon May 20th. Text 


will be telegraphed te you as requested in your telegram No. 281. 


2. I suggest that the best propaganda line is te peint 
out that Communist degma leads inevitably to the elimination of 
all private firms and this precess is apparent in China today. 
Fer this reasen it is impessible fer foreign firms te eperate 
profitably inside China, even when (as in the case of the 
British firms) they have breught and ceuld continue te bring 
Substantial ecenomic benefit te China. 


3. ‘Trade with China is in a different category, and it 
is hoped that this w will centinue. 
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May 9th, 1952 


R. H. Scott, Esq., C.M.G., C.B.E., 
The Foreign Office, 

Far Eastern Section, 

Downing Street, 

LONDON, W.1. 


oe ree Lee 


Dear Mr. Scott, 


When I called to see you with Mr. Percival, of the 
Board of Trade, on my return from Hong Kong, we discussed 
the framework of my reply to the letter received from our 
Agents in China, Messrs. Textile Machinery Agencies Ltd., 
regarding delivery of machinery. A copy of this 
correspondence had already been sent to Mr. Percival by 
Mr. Smith, under cover of his letter of April 9th. 
Mr. Percival, in turn, referred this correspondence to you. 


: To complete your records, I am attaching hereto a 
copy of a letter sent today to Textile Machinery Agencies 


Ltd., which I think is entirely in accordance with our 
discussions. 


With kind regards, 


Yours very tr 


—> 


ENCL. 


LONDON OFFICE: OCEANIC HOUSE, 1A COCKSPUR STREET, LONDON, S.W.1 PHONE: TRAFALGAR 4023 


May 9th, 1952 


Messrs. Textile Machinery Agencies Ltd., 
lst Floor Yangtsze Insurance Building, 
26, Chung Shan Road, E.1, 

SHANGHAI (0), China. 


For the attention of J. Wilson, Esq. 


Dear Sirs, 


This is in reply to your letter of March 13th 
addressed to Messrs. Arnhold & Co.Ltd., regarding the 
delivery of certain orders to China, a copy of which was 


addressed to this Company and the writer during the time 
he was in Hong Kong. 


We fully realize your personal position in 
connection with the fulfilment of these orders. Apart 
from our anxiety to safeguard your personal position, we 
are very anxious indeed that any delivery assurances 
given to Chinese customers should be maintained to the 
best of our ability. 


We are proud of the fact that we have supplied 
Textile Machinery to China for nearly one hundred years, 
and are anxious to maintain our reputation and goodwill in 
this market. We are se tela that within the not too 
distant future circumstances will _* us to resume this 
longstanding technical and commercial relationship. It 
is realized that the channels of business may be different 
than hitherto. 


Referring to Sg orders for Cards, Nos.1372, 1373, 
1374, 1376, 1377 and 1378, we are satisfied "that subject 
to no unforeseen circumstances beyond our control, all the 
Cards covered by these orders will be packed and ready for 
shipment before the end of August 1952. 


-l1- 


Page 2 


» 


@& Messrs, Textile Machinery Agencies Ltd. May 9th, 1992 


These Cards will be referred to your Associate 
Company, Messrs. Arnhold & Co.Ltd., for shipment, and it 
is certain that Messrs. Arnhold & Co.Ltd. will arrange 
shipment by the first available boats. 


Referring now to Order No.1368 covering :- 


25 bes Cards, 
9 ~- Drawing Frames, 
6 - MS.2 Speed Frames, 
8 - Warp Ring Frames, 
7 ~ Weft Ring Frames, 


we are satisfied that the 25 Cards will be ready for ship- 
ment before the end of August 1952. 


You are aware that there was some delay regarding 
agreement and completion of the technical details relating 
to the remainder of the machinery, with the result that we 
were unable to authorize the factories concerned to commence 
manufacture until all technical details had been completed. 


The factories concerned are doing everything 
possible to hasten completion of these machines, and it is 
hoped that the Drawing Frames will be ready for shipment 
by the end of August, but certainly not later than the end 
of September 1952. The Speed Frames and Ring Frames will 


be ready by the end of November or during the early part 
of December 1952. 


The delivery being offered to these Chinese 
customers for this range of machinery is considerably 
shorter than the delivery periods which were being offered 


to other customers at the time these revised orders were 
placed. 


We trust that this information answers in full 
the points raised in your letter of March 13th, and that 
you are now in the position to advise the customers 
concerned accordingly. 


Defector 
PLATT BROS. (SALES) LIMITED 
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FORBIGN OFFICE. S.W.1. 


12th May, 1952. 


Dear Mr. Seward, 


Thank you very much for your 


letter SCS/AS of May 9th, sending me a ‘ 
copy of your letter to Mr. Wilson in 
Shanghai, which I read with much interest 
and which I am sure will help hin. 


(R. H. Scott). 


S.C. Seward, Esq., 
Platt Bros. (Sales) Limited, 


OLDHAM. 
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AMM esSCA €0 ooecceccccccscssecssssesee PEKING... 


telegram N ava (date) .. 0 Ay vy > 


repeated for information to...HONG. KONG... 


My telegram No. 367 /26th April: British 
Shipping Services to China/. 

Swire now states that A. Holt & Co. are 
the only Taikoo interest intending to apply 
for closure after presentation of second note, 
and only in respect of Holt's Wharf, Shanghai. 
ZIXXXTRXSESLXNSXLEXHSWXNENEXEMIBSXEOKAEXLH ~ 
THXUXBEEXcuxMaysxsumnxamixsarzx ( He requests 
that you will please make sure that Rae-Smith, 
Shanghai, and Cotesworth, Tientsin, fully 


appreciate this; they should, however, keep 


fully in touch with the negotiations regarding 


approach to Chinese Government. 
Ze In fact Holts now have ships going to 
Taku Bar in May, June and July. 
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FRG FOREIGN OFFICE TO PEKING 


[This telegram is ef particular secrecy and sheuld be : 
retained by the autherised recipient and not pssed en) 


Cypher/TP DEPARTMENTAL 
) DISTRIBUTION 


Ne. 389 
30th April 1952 Bs: 10.10 pom. Nth April 1952 


Saris TD 
Addressed te Peking telegram Ne. 389 ef 30th Apri 
Repeated fer infermatien te Heng Keng. | 


My telegram Ne. 3567 (ef 26th April: British Shipping 
Services te China]. 


Swire new states that A. Helt and Cempany are the enly 
Taikee interest intending te apply fer clesure after presentatien 
ef secend nete, and enly in respect ef Helt’s Wharf, Shanghai. 
He requests that yeu will please make sure that Rae-Smith, Shang- 
hai, and Geteswerth, Tientsin, fully appreciate this; they sheuld, 
‘apwever, keep fully in teuch with the negetiatiens regarding 
appreach te Chinese Gevernncnt. 


2, Infact Helts new have ships going te Taku Bar in May, 
Jue and July. 
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D. 9,00 a.m, 1th May, 1952, 1 


1,th May, 1952. R,10,31 a.m, 14th May, 1952, 
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Action taken as requested, 7 
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1hth May,1952. : 12.15 pom. 14th May,1952, 
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Adaresse ereign Off | Clegram Ne: 410 ef 11th 
Repeated fer infermatien te: Heng Keng. 


and Saving te: Shanghai. 
My telegram Ne: 376: british business in China, 


a 


Further cemaents ef Shanghai representatives in Shanghai 
telegram Ne: 105 Saving te ne have been supplemented by the 
full text ef detaicd memorandum summarised in Shanghai telegran 


Ne: 95 Saving. Pinecite 

2. This memorandum was received just in time fer inclusien 
in the Fereign Office bag by ship due at Heng Keng about 
19th May and yeu may therefere censider it werthwhile awaiting 


¢ St its receipt befere decisien on further ceurse ef action. 
“ew 


3. My own opinion remains unchanged that while precedure 
acvecated by Shanghai representatives represents ceunsel ef 
perfeetien it is entirely wnrealistic and impracticable under 
the existing cenéitiens in China. Fer instance it presuppeses 
access te the Ministry ef Fereign Affairs se far denied te 
me and a reasonableness and readiness te diseuss matters se far 
never demonstrated by the Chinese Gevernnent. It is difficult 
te see any justification for expeeting a sudden change 18 
this respeet with regard te the present preblen. If anything, 
en the basis eof past experience, the Chinese Gevernment can be 
expected te remain ebstinately evasive refusing te respend te any 
tee specific requests. On the other hand if the principle of 
withdrawal were presented te them in general terms through 
Her Majesty's Charg@ d'Affaires they might react more favevrably 
in which case hewever they are mere likely te brief the lecal. 
autherities accerdingly than te reply te me or in ery ether way 
risk the admission ef any efficial respensibility er interest 
en their part. In ether werds I see ne practical selutien ether 
than fer British firms te recencile themselves te the necessity 
fer applications fer withdrawal te be initiated on a lecal and 
individual basis. | he I stbmitesce 


Fereign @ 
or 


4. I submit the abeve views net in any spirit ef 
centreversy but rather in attempt te assist the decisiens 
which must after all rest with the Head Offices ef British 
business interests whese assets and persennel are invelved, 
Shanghai representatives’ memorandum is elearly inspired 
by the natural and werthy desire te save as much ef British 
preperty and investment frem the wreck as pessible rather 
than te submit te the Chinese Gevernuent’s price ef the entire 
assets in return fer release as in the case ef the East Indies 
and mere recently the Aster Heuse Hetel at Tientsin. But 


my fear is lest by aiming at tee elaborate detail they risk 
defeating their ewn ebjeet. 


Fereign Office please pass te Heong Keng as my tele gran 
Ne: 120. 


[Copies sent te Celenial Office fer transmissien te 
Hong Keng]. 
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4 
THE 


UNION INTERNATIONAL COMPANY 


a 05° / I7 
TELE 7" City i212 (20 Lines) ‘ / G 
’ ‘\ ae ee a ico temagin 


Inreply please quote ,. WEST SMITHFIELD, 


LONDON, E.C.1. 
BFCL/CPC. 
mpm Hspr, 


The ob jondgh Po 506) 
Poreien Of ice, 
LO* DOK, Se Vi jel. 


7f? 


'f@ have just receivec through the orainary post a copy oi 
a letter dated 5Utn April, 1Yc2 which we understand was nanded 
by our jwanager in tientsin, Mr. C.I. Marshall, to the Sritish 
Consul General at that port. 


"e attacn a copy of this comsaunicetion which you will find 
of interest and wnich typiiies the type of pressure which our 
foreign personnel are being subjected to at the present time. 


We ALS, SLL. 


Your obed#jent Servants, 
THY UNION INTERNATIONAL COMP ANT, LIMITED. 


Ber.C. LAM. 


ry. ¥ 


(1 4 MAY 1952 | 


—— 


SENT 10 Dart. 
IS/6JéeQ 


— 


Y 
Sir, 


I refer to my visit to you on Saturday morning the 19th 
instant. In the meantime I keep hearing reports in connect- 
ion with the policy of our Head Office regurcing this branch 
in particular and their interests in “hina in general. I 
personal’ y am not in receipt of any concrete news but as a 
first step, on 165th instant, we made a vritten offer to the 
China National Animal By-Products Corp. thet they should rent | 
this plant for a nominal rental of 1 P.i.U. per month for a | 
period of 5 years in return for their assuming all liabilities | 
especially those in connection with labour, msintaining the 
plant in good condition ani the sithdr:.wal of all claims against! 
this Company and our Associuted Vifices elsewhere in “hina. . 
Ye have had no reply whatever to our letter. 


In the meantime I would like to acuvise for your information 
what hap ened on 20th instant when we were due to make another - 
payment of approximately #250 mil-ions to 1150 employees which) . 
payment represents a 60% mdénthly subsidy we are forced to pay ht et | 
to our unemployed seasonal workers uuring the period of the 
anti-campaign. I might state that all preliminary arrange- 
ments were made by our Labour Union through the ‘inancial Cont- 
trol Committee. fhe Control Committee enlisted the help of 
the Food “Yorporation and after 3 duys ne,otiations the Food 
Corporation made us an advance of ¥230 millions which payment 
was against space they had rented in our premises and represents 
the rent due for between 7 und 8 months hence. The actual 
due date for payment was Sunusay the 20th instant and on Monday 
the Food Yorporation, after inspecting our premises, promised 
they would give us sufficient money to make the payment due 
that afternoon, and the workers who were all waiting outside 
were informed accordingly. Owing to the fact no formal lease 
agreement had been signed the seniors of the Food vorp. refused 
to sanction the expenditure and it was only at. 11.0 p.m. that 
evening after. intervention by the Central Labour Union and our 
promise to pay daily wages (limited to 4 period of 4 days) until 
the payment was made that we were allowed to go home. The 
following cay Tuesday 22nd instant was spent with the Food Corp. 
agreeing jointly, word by word, a craft lease. The final 
arrangement made was that the Food Corp. would type the lease 
out, get it approved by their seniors, and we would be request- 
ed to sign in the morning of 23rd instant. We received no 
message whatever on 23rd expept that the money would be forth- 
coming in the afternoon and the lease would be ready to sign. 

The workers! representatives were informeu and all the workers 
assembled to collect their cash in the afternoon. No message 
arrived from the Food Corp. until 5 o'clock when we were re ;uest- 
ed to go to their office, sign the lease ald collect the che jue. 


. ae 
(Als 


e a, 


On arrival at the Food Corp. office we were surprised to find 
that no lease was prepared ana all they rejuired us to cao that 
evening was to sign a temporary receipt which setout in round 
figures the fact they have leased a certain amount of our godown 
space for lz months and the payment concerned was advanced rental, 
renewed assurunces were given that final measurements would be 
agreed and the lease signec the following way. As ve objected 
to this it was pointed out in no uncertain terms that the Govern- 
ment had granted us a gre:t favour in agreeing to this advance 
payment anu us it was solely for the purpose of assisting the 
staff ve must agree. 


In the me:ntime the Foou vorp. are filling the space we 
rentedmostly with flour and whed, and no effort whatever has 
been made to agree final measurements, final terms and get lease 
signed in spite of our repéated demands. 


The whole arfair socoms most 2xtraordinary to use amd there is 
no doubt in our minds the authorities must have had some definite 
Object in view when acting as they did. zhne idea of a Govern- 
ment Department these duys pa ing in advance for a perio«a of 
between 7 and 8 months is unicue in our expertence. Of course, 
the Food Corp. are fully aware of the difficulties in which we 
find ourselves, they are ulso aware of the written offer we have 
made to the Chine National Animal By-Procucts vorp. of a nominal 
rental of our premises. In the unsigne.. draft lease we were 
able to embouy a clause stating that if the space rented by the 
Fooi Corp. is re juired for egg packing they will vatate it at 4 
months notice, and if the China National 4nimsal By-Products Corp. 
or any ouhner of Mcial organisation takes our plant over on a 
rental basis they will also vacate the space occupied or make 
their own arrangements with whoever taxes over. 


The conclusion we come to ever the whole affair is that it 
is a method of getting us in debt to an official organisation to 
such an extent thut we will be forced to wsive any ideas ‘e may 
have of leasing the plant and give it up completely as we under- 
stund is at present being negotiated by the B.A.T. and the Astor | 
House Hotel. In our opinion these two instances set a 
precedent which it will be very dif icult for other British 
property owners in “hina to breis away from, if and vhen they 
find themselves in such serious financial difficulties as we | 
do. 


I would also like to mention that during the month, and 
previous to the date on which the payment was due to be made, 
we repeatedly requested the China National Animal By-Provucts 
Corp. to "purchase" the stocks of Frozen Eggs which accrued to 
us during the Processing perde< in 1951 and which are still 
in our cold store. Our 


rocessing Control with the China 


ee att 


=> 
-4.. 


National Animal By-Products Vorp. calls for payment to be made 

to us in cush or Kind. They flatly refused to help us out 

by giving us cash and in our opinion the reascn for this is 

that they a e expecting our share of the Frozer Eggs to revert 

to themselves against the 1950 Deposit Claim and the 1950 Process- 
ing Cleim which two claims you are already aware of and which are 
at present pending judgement in the local Court. 


we are, ir, 
Yours faithfully, 
Co Thi. 


Sent to the namesake's representative 
on 30th April, 1952. 
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NOTHING TO 


(14487) 2/52. DLL. 


Cott 7 y Fee 


FOREIGN OFFICE, S.ie4e 


22nd May, 41952. 
(FC 4495/4976) 


(Vaart, Lrmab) 


ve have received word that your message 
to Marshall in Tientein which we te!egraphed 
to Peking on ist May has been personally 
delivered by Leo Lamb and that Marshall will 
be sconmenting in due course. 


May I aleo take this opportunity to 
thank you for your official letter of 13th ‘Nay 
enclosing a cony of a letter sent by “arshall 
to Her Majesty's Consul-General in Tientein’ 


( Lot? Sinecrcte, | : 
(3%) : 


(C.H. Johnston) 


BeFeC. Lamb, Eade, 
Union Internetional Commany Limited, 
4 est Smithfield, 
BeCete 


f. Ht a 
TAAL: 


TELEGRAMS:“WIDESPREAD TELEX, LONDON”’ (2 y: 
a -& 


TELE PHONE: CITY (212 (20 Lines) 


THE 


UNION INTERNATIONAL COMPANY 


LTD. 


Inreply please quote I4t, WEST SMITHFIELD, 


BFCL/CPC. LONDON, E.C.1I. 
ND" DEPT. 


o-- eer 


or the attention of Mr. C.H. Johnston. a 


Foreign Office, 


re 


LONDON, S.W.1. a h June, 1952. 


i) CHOS 


D 1 iy 9 oe Ae re Rey -eoitye rt SEF res 


we woula refer to your letter of the 22nd May, reference 
FC 1105/176, in connection with the message which you trans- 
mitted at our re vest through Mr. Leo Lamp to our Mr. Marsnall 
in Tientsin. Ye have just received a brief note from Mr. 
Marshall to the effect that he has transmitted a reply to us 
through Mr. Leo Lamb. we would appreciate your letting us 
know when this message comes to hana. 


We are, Sir, 


Your obgfient servants, 
THH UNION INTRAN- TIONAL : ieeeniaa 


B.F.C. LAMB. 


ince at 


ae a 
YEPT, 


Ie fefea | 


a 


| hiGkivED in G.B. E 
1 7 euert1952 


t 


Tl 


F 


FAR EASTERN DEPARTMENT 


CHINA 


Dated l4 les. 2 


Received in 


Registry— S/o, 159. 
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(How disposed of) 
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BRIVISH JMBASSY, 


No, 174 


AAT“ 2EN 
Si QRT 
i nciestencneniiematiitnemeiatinmiesinemiaainemamaadnn 


Cotroy|28 
With reference to your telegram No, 1550 Saving to 
Sth Anril about the future of British business 


in China, I have the nonour to transmit to you nerewith 


Netherlands Governnent's reply to the Aide 


to them on this subject (see my 


| oe are ek Ae co 
weed. dipo6 67% goth april, 1952), 


— 


ee ~ ‘ = wy ~ oS oe ye i : = de om 
si ‘\ I am sending a cony oft this despatch to Her 


CuoS} 5 
’ “ 4 n | 2 S an TT - lp & ~~ 
Chargé d'affaires in Peking. 


I have the honour to be, 
With the highest respect, 
oifr, 


Your obedient servant, 


An hA, 


The Right Honourable 
Anthony iden, iieGe, liePe,y 


6t0.,  @56., 8306. 
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Enclosure in Sir Nevile Butler's despatch No. 174 of the 14th May, 1952 


MINISTRY OF FOREIGN APFATRS 
THE HAGUE. 
Far Eastern Department Nr. 42419-3129 GS 


East Asia & Pacific Section SECRET 


NOTE VERBALE 


The Ministry of Foreign Affairs presents its compliments to Her 
Britannic Majesty's Embassy and has the honour to acknowledge the receipt 
of the Embassy's aide memoire concerning the closure of British business 
firms in China. 

Although it is beyond any doubt that the grievances of the British 
firms concerned are fully justified and in spite of the fact that the 
few remaining Netherlands firms in China are confronted with similar 
disabilities and difficulties, the Netherlands Government do not contemplate 
at present any formal representations with the Chinese People's Government 
in an attempt to expedite the closure of the Netherlands firms in question. 

The Ministry of Foreign Affairs avails itself of this opportunity to 


renew to Her Britannic Majesty's Embassy the assurances of its highest 


consideration. 


The Hague, the 9th May, 1952. 


Her Britannic Majesty's Embassy, 


THE HAGUE. 


1S /S7 EZ 


F 


FAR EASTERN DEPARTMENT 


CHINA “ Pe vocj7e 
Uh iti kn oie; paces 


(Te Tins C4 ih Eh eo eo 
he wl rypl, a VR alas 


Dated 12/6/52 


Received in 


Registry— / | SPB Q. 
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(How disposed of) 


completed) 


My hi, 


i tte 
@ x 
. CHINA ASSOCIATION. | 


i) 


ies boas BROAD STREET House, 
LONDON WALL 1160. 

— ot Bago. 54,O.D Broad STREET, 
TELEGRAPHIC ADDRESS LonbDon. E.C. 2 


DOLMIR LONDON 


12th May, 1952. 


Dear Johnston, 


i 
~S 


with refer tice to your letter of ilay 7th, 
this confirms that I have circulated copies to those 
irms wWno are ec rned with the discussions now going 
on, and have asked them to send their replies to you 
Girecte 


CD 


IT have also written to Mr. Yollar in Hong Kong, 
who is the Shairman of the vrou» dealing with these 
questions there, and have asked him to request those 
firms to put their London offices in a position- to reply 
tO YOUe 

I also confirm that I very much doubt whether 
the information which y: set will be very specific. 


9U. 
Yours since 


-- 


U.H.Johnston,: tsq 
@..ief bidie> Vv 3 +45 4 @ 9 


Foreign Office, Yeiiele 


aia niente eae eee ee aeeadaneeeneeee 


. - 
: ‘ 
; 
q 
- 
d ~~ 
: 
’ 
7 ; 
é 
. . : , 
: 
: 
a ° 
.% 
, - , 
: + te 
3 | 
ad 
; 
> P a) 
: é 
, - a 
= c/s 
ee °° .~ oe * He, 
a 
R 
: ; 
‘ a 
4 
; ; 
: } 
' 
; . 


nope] os lla ate 4 _— 25. - ; ee Sap . * ' . ae > ‘ — > i. fs 4 ye ae , + Sata Te To Mn uals <i ~ F} ; Cate if tea x“, a, ne 
ER pas to | Soria a peat ae a —_ 


a a 


FO 371/99288 


British business interests 
in China 

(1952) 

(Folder 7) 
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Lédt., IT. Minden, 
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Dated 12/6/69 
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&" PERCY. ST HELEN'S GOURT,'S,, | 
' GREAT:ST HELENS, 
‘ LONDON, E.C. 3. 


C. H. Johnston, Esq., 
Foreign Office, 


LONDON, S.W.1. 


My dear Mr. Johnston, 


Mr. Mitchell, of the China Association, has passed on 
to me your request for certain information about sterling 
remittances to Chinasand I give below the answers to the various 
points that you raises ~~. Jind “2 
(i) The Shell Company of China Ltd. have to date made no 
sterling remittances to China. They have been able 
to meet current expenses and to pay off the majority 
of their staff ex local currency cash reserves. 


(ii) Outstanding claims by Agents, disgruntled employees, etc., 
the outcome of which is still uncertain, total approximately 
Chinese ¥5,000 millions (say, £79,400). 


(iif) As at today it is estimated that the sum required to 
pay off the remaining members of our staff on the same 
terms as those given to the staff who have already left 
would be Chinese ¥10,000 millions (say, £159,000). 


As conditions are at the moment, liabilities under (ii) 
and (iii) above could also be met ex local funds. 


As you already know it is not the present contention to 
apply for closure in Shanghai immediately following the present—. 
ation of Mr. Lamb's second note. The Company have already applied 
for closure, ar will do so as soon as local conditions permit, 


as Rearty all chete property is eirsone Peqaibi tioned + (tf ferent 
Yours sincerely, 


| ts 


RECEIVED IN C 


14 MAY 1952 
a ne 
SENT i" CPT, . 


- 19 (CFS 2 


71% Mw. 


-JOHN SWIRE & SONS L”. 


K see ADDRESS, S, Bilder guate, 


TE AF,FEN,LONDON. 
TELEPHONE, 
MANSION HOUSE 3041. ..& 3th May 1952 


A\ 


ECS. 


Po ws /77@ 
For attention of Mr. C.H.Johnston Ree Ae 


Cost of China 


On behalf of Messrs, Alfred Holt & Company, Managers 
of the Ocean Steam Ship Company and of Holt's Wharf, Shanghai, 
we send you herewith a statement shewing their remittances into 
China during 1951 and 1952, for the payment of wages and taxa- 
tion at Holt's Wharf, Shanghai. To the best of their knowledge 
there are no outstanding claims, This statement also shews 
what the cost of pay-off of the Staff at Holt's Wharf would be 
on the basis of 


(a) Ten Months' Severance Pay 
and 
(b) Pifteen months' Severance Pay 


if it were possible to secure closure on this basis, 
We are, Sir, 
Your. obedient servants, 


dose: Arete 


a 


The Secretary of State, 
Foreign Office, 
SW. 1 


ALFRED HOLT & COMPANY 


HOLT'S WHARF SHANGHAI AND HOLT'S PROPERTY HANKOW 


1951 1952 
Jan/December Jan, /March 


Nett remittances to China £101, 000 £26 , 000 


a ae, 


Taxation paid during 1951 by 
Holt's Wharf Shanghai and 
Holt's Property Hankow £19,375 


ESTIMATED COST OF CLOSURE 


Chinese Wages, Holt's Wharf Shanghai 


10 Months' Pay 15 Months' Pay 


£75 , 883 £113,824. 


@ ' on Evtinr ee G 
“JOHN SWIRE & SONS L? | ZB , a 4 
TELEGRAPHIC ADDRESS, S, Wy , 


TEM@p on. FEN,LONDON. 
TELEPHONE, 
MANSION HOUSE 3041. , deh May_129¢ naa sea 


E. 


~~ 


For attention of Mr. C.H.Johnston 


Sir, 
Cost of China 


ow f % ’ 


With reference to your letter of 7thMay to the China 


if) tc ‘ 


Association, we enclose statements shewing:- 


1. Total remittances to China for our various 
interests from June 1949 to April 1952, 
i.e. from the time of the occupation of 
Shanghai by the Communists. 


Taxation paid by our various interests 
during 1951. 


A note of the Profits made by the ships 

of the China Navigation Company Ltd. 
employed in the China trade over the same 
period, These profits were realised in 
Hong Kong currency outside China and there- 
fore it is fair to offset them against 
remittances into China, made for the payment 
of taxation on the China Navigation Company's 
properties and the wages of their unused 
labour. This sum is shewn at the foot of 
Enclosure 3. 


It is difficult to estimate the probable 

cost of closure, but Enclosure 4& shews what 
the cost to us would be of a pay-off of all 
our Chinese Staffs in China on the basis of 


(a) Ten-months* Severance Pay 


and 
(b) Fifteen months' Severance Pay. 


Summarized, these figures shew that the current 
drain for our non-shipping interests ia running 
at the rate of £12,000 per month. In the case 
of our shipping interests, steamers’ profits at 
present just about balance remittances for the 

properties, 


We are, Sir, 


Your obedient servants, 


The Secretary of State, fo. a 
Foreign Office, : i 


‘eet 
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RECEIVED IN C.B. 


14 MAY 1992 
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Remittances to China 


e 


1949 
June/Dec, 


Butterfield & Swire £935,200 


China Navigation Co, 
Ltd. 62,600 


Orient Paint Colour 
& Varnish Co,Ltd, 6, 900 
Taikoo Sugar Refining 

CO. bUG, 


1950 


Jan, /Dec,. 


£60,100 


168, 050 


LOO 


200 


Enclosure l. 


L951 


Jan. /Dec, 


£116,200 


266 , 400 
19,900 


1,400 


1952 
Jan/Apl. 


TOTAL 


£43, 500 


72,200 


4.000 


000 


273,000 


569, 250 
9,100 


1,900 


£122,700 


Capital Assets of the 
China Navigation Co, 
Ltd. sold and used for 
internal financing in 


China, £10,068 


£228,250 


£364,100 


£38 ,831 


——_— 


£120, 0002835, 050 


£52,052 


Enclosure 2 


TAXATION PAID DURING 1951 AT ALL CHINA PORTS 


atin 


Property 
Taxes 


Business 
Taxes 


China Navigation Co, Ltd. 


Butterfield & Swire 


Orient Paint, Colour & 
Varnish Co.Ltd. 


Insurance Department 


Swire & Maclaine Ltd, 


£56 , 206 


9,831 


£16,815 


5 , 088 


£ 73,021 


14,919 
1h, 259 
1 + 471 


3,055 


£106 , 685 


Enclosure 3, 


THE CHINA NAVIGATION CO, LTD, 


Net Profit on Steaners' Harnings. 


June/Dec, Jan. /Feb. 


1949 1950 L951 1952 


Tientsin/Hong Kong $2,020,872 1,451,117 3,297,784 671,300 


Shanghai/Hong Kong 65,583 469,549 1,770,523 483,638 


Pas 


Hong Kong/Swatow/Hong Kong 97,767 13,590 15,377 


Hong Kong /Swatow/Bangkok 40,922 


23,947 47,426 


China/Hong Kong/Straits 400, 307 175,871 113, 486 


North Chine{Japan) 174,792 48 , 364 


Tsingteo/Hong Kong 75,085 65, 684 25,499 


- HK$1,835,053 -1,828,729 «5,236,707 1,150,786 


£114,296 


£327,294 


£71,924 


Remittances from China ) 


Navigation Co, to China ) 
Sale of Capital Assets 


/ 


Balance 


Nett Credit to C.N.Co, 
for June 1949/Dec.1951 


168, 050 
38,831 


£206,881 


-£ 92,585 


266, 400 
3,153 


- £269,553 


2 57,741 


ESTIMATED COST OF CLOSURE 


CHINESE WAGES 


1O Months Pay 15 Months Pay 


China Navigation Company Ltd. £11), 4.70 | £171, 705 
Butterfield & Swire Ae 48 ,808 73,212 


Orient Paint, Colour & Varnish 
Co, Ltd, 


Insurance Department 


Taikoo Sugar Refining Co. Ltd. 


Swire & Maclaine Ltd. 2,017 


£281,523 


Our Shanghai Insurance Department has been fined £40,000 
for alleged infringement of the People's Government's 
Insurance Law, and although we do not admit that there 
has been any infringement, it is probable that this 
amount will have to be remitted before closure could 

be campleted. 


Although present outstanding claims are not serious, it 

is almost certain: that in the event of closure many claims 
will be trumped up, and it is not possible to estimate what 
figure might be involved, 
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PATONS & BALDWINS LIMITED 


TELEPHONE DARLINGTON 2504 (6 LINES) TELEGRAMS - BEFHIVE : DARLINGTON 


DARLINGTON - COUNTY DURHAM : ENGLAND 


5 


Buses JOU a2cH . in your lette 
Our case 


Outs ta nain $5) 


. — pom 7 o a a) -~ 
Probable cost of closure 


figure £160,000) is an estimate of the cost of paying 


Torker s only. If does not inelude any estimate of 
idation Tax" or other contingencies, the nature of which 
annot foresee, and the extent of which we cannot forecast. 


ECTORS : 


M. WVOLFERS 
ARNHOLD TRADING CO. 


TELEPHONE ; 


. a. CREECHURCH HOUSE, danse ou 
Fr. Sc. BOWRING TELEGRAMS: 

g. FANKHAUSER (ewes) 37/45, CREECHURCH LANE, jaiiaaaik <naiaiiis 
A. PROBART JONES 

A. &. MARKER 


W, RUSSELL LONDON, E.C.3. 


M. WOLFERS 


CODES USED: 
ACME COMMODITY & PHRASE 


R. ZINDEL (swiss) BENTLEY'S COMPLETE PHRASE 
W. A. ZINDEL BENTLEY'S SECOND 


‘Your Rer...... 


MU/ZPB. nee Qth May 1952 


Our REF. ..... 


A.B.C. 6TH ED. 


OR Ste een 


Catt 


“Cues 5/147 © 3 


- ee ee 


Wa Few e-.26 ~ 


Dear Mr. Johnston, 

IT have received from Mr. Mitchell a copy of 
your letter to him of the 7jth May on the subject of 
some sagus ee you would Like) to have regarding our 
Company's sterling ee in China. 


. at US3, 
As our Head Of’ice is in Hongkong I have 
referred your request to them and will let you have 


their reply as soon as pcessidle. 
Yours sincerely, 


- 


C.H. Johnston, Esa., 
Foreign Office, 


“China Section, 


VHITEHALL. a Pee 


4) phe, 
M.. JOLFERS, 


ARNHOLD TRADING Co. LTD. © HLL 


a 
ORS: TELEPHONE: 
Cc. H. ARNHOLD CREECHURCH HOUSE, AVENUE 1122 (4 Linas) 
H. £2 ARNOLD | a” 
: _ TELEGRAMS: ” 
F.C. BOWRING 37/45, CREECHURCH LANE, we ae 
A. PROBART JONES 


A. ©. MARKER LONDON, E.C.3. 


W. RUSSELL ACME COMMODITY & PHRASE 
M. WOLFERS BENTLEY'S COMPLETE PHRASE 


R. ZINDEL (swiss) Confidential aes BENTLEY'S SECOND 


A.8.C. 6TH ED. 


; 


CODES USED: 


YourR Rer-. 


oun nar, MW/PB 26th May 1952 


euos/r77E 


In your letter to Mr. G. Mitchell of the China 
Association dated 7th May, you asked for certain information 
regarding sterling remittances to China. T have accordingly 
passed on your request to our Head Office in Hongkong and I 
am now in receipt of the following reply, although our answers 
must necessarily be largely guess work. Taking each guestion 
separately, their reply is as follows: 


Dear Mr. Johnston, 


(i) Our estimate of current remittances to Shanghai 
1s approxinately #2,000 a month. 


(ii) Ye have actually no outstanding law suits pending 
,out there are two outstanding matters which may 
become acute at any moment, viz:- 


a) an outstanding contract with the Tung Yih 
Cotton Mill at Shanghai, and 


b) clains outstanding against us on shipment. of 
American Raw Votton to China. 


To summarize briefly, the position is as follows: 


a) The Tung Yih Cotton Mill entered into an 
agreement to purchase from us 1,000 automatic looms 
at a cost of £276,000 basis price, subject to 
fluctuetions at time of shipment. They paid 10% 
bargain money and also places on deposit with us 
considerable funds to meet subsequent payments 2s they 
fell due. The contract stipulated that should they 
fail to meet further payments as they fell due, after 
having been advised that manufactures were ready to 
commence delivery, the bargain money should become 
forfeit. Last summer the Chinese Government insisted 


CT a a kk 


sy 


on the refund of the deposits against payments not 

yet due and we had no ontion but to comply. Shortly 
afterwards buyers were advised the manufacture could 

now be started, but they failed to produce the second 
payment of 20%, which then became due in the terms of 
the contract or to open credits "or the balance, as 

also provided sy the contract. On the contrary, 

they demanded, on the insistence of. the Chinese Gov- 
ernment, the return of the Bargain Money. This we 
naturally declined, but at duyers' request we were able 
to arrange with suppliers to reduce tie quantity to 

200 looms and to apply thereagainst the original bargain 
money. Ve had a firm order from buyers on this basis 
and closed on these terms ith suppliers. However, 

the Chinese Authorities refused to allow buyers to 

Sign the contract and repeated the demand ‘or the return 
of the £27,600 original bargain money. There the matter 
rests, but in addition we now have 700 looms on our) 
hands which in tyne present depressed state of the textile 
trade it has so far been impossible to dispose of. 


b). During 1950 we sold very considerable quantities 
of American Cotton to Vhina. Claims for’‘loss in weight 
and quality are outstanding, amounting to between 300,000 
and 400,000 U.S. dollars. Since the American freezing 
order, it has been impossible to make any progress 
towards a gprs ene Our shiprers do not dispute the 
Claims for loss in:-woight, thouzh 2%. 28 OF course, 
impossible to pay Bib so long as Chinese funds in the 
U.S.A. are frozen. As regards quality claims, the 
position is different, as the Uhinese were late in 
putting forward their claims in accordance with the 
conditions of Liverpool Arbitration on which the contracts 
were based. Our suppliers may, therefore, seek to 
qgdisclaim liability. While we acted purely as agents 
on a commission basis, we think that, failing a settle- 
ment or at least admission of liability by shinpers, 
the probability is that the Uhinese will attempt to 
make us responsible, and will hold our foreign staff 
as hostazes. , 


Tn addition there are indications that the Ciinese 
Authorities may try to insist that all pro‘its made 
abroad must be remitted back to China. This we shall 
o* course resist, but shat the consequences are likely 
to be we would not care to predict. 


(iid) For Arnhold Trading Co. we have made a provision of 


£10,000, which should more or less take care of the 
position if closure is possible by the end of 1952. 


Cont'd. e@eee?e 
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This 1s vased on the Staff VYelfare Scheme accepted 
by the Staff. But there is of course, no guarantee 
that it will be accepted by the Chinese Authorities. 
After 1952 the cost will increase yrogressively, as 
in the terms of the /elfare Scheme pay-off is based 
on lengtn of service. 


In the above estimates we have only. dealt with the. 
commitments of our Office in Shanghai. 


In addition we also have a controlling interest in. tne 
TIGNTSIN ANLE EXPORT CO. LTD. in Tientsin, a small Co. which is 
incorporated under the Hongkong ordinances. 


This Vompany was not able to get a Jelfare Scheme 
paign, and of course 


accepted before the outbreak of the 5-anti car 
nothing has been possible since. 


However, on the basis of the Shanghai Velfare- ocheme, 
it is estimated that closure per ‘end oc¢ 1952 would cost about 
£3,000. 


I hope the above information will be sufficient ‘or 
your purpose. 


Yours sincerely, 


haus boc 


C.H. Johnston, 4sq., 
c/o The Foreign Office, 
China section, 
VHITEHALL, 

oe Pee - 


@ IMPERIAL CHEMICAL INDUSTRIES LIMITED "€3 


Telephone: VICTORIA 4444 NOBEL HOUSE 
Telegrams: IMPKEMIX, TELEX, LONDON .. 2 BUCKINGHAM GATE 
Our ref. LONDON, S.W.1 


Your ref. 
13th May, 1952. 


C.H. Johnston, Esq., ae enn 
Foreign Office, | 

ey i. 
—" C Fe ws/@® | 


EPR oe 


My dear Johnston, 


Mitchell has asked me to send directly to you’a reply to your leiter 
of es bags I ge: »-clie ror information about final liabilities on the China mainland. 


We have no detailed figures which would enable us to give an accurate 
answer to the three questions you have asked, but the following may give you a suf— . 
ficient idea of the position for your immediate purpose. 


(1) From September 1951 to April of this year we had made no cash 
remittances to China for the maintenance of our offices there. 
At the end of April our Hongkong office was asked to remit 
£6,000 for the purpose of paying off a senior member of the 
Chinese staff in Shanghai. The extent to which we may have 
to remit in the future depends on whether or not it may be 
found possible or politic to make further sales in China, and 
on the extent to which current expenditure can be met from 
‘funds already in China, of which we have no details here. 


(41) The only outstanding claim of which we know is one which we re- 
gard as frivolous. It is a claim for £8,400 made by a former 
distributor in Foochow, who alleges that the sum has been owing 
to him since 1919 by a former manager of our Foochow office who 
left our service many years ago. The claim derives from a pri- — 
vate transaction between the distributor and the office manager 
and, so far as we know, was never anything to do with the Company. 
The distributor brought it up during 1951 when we were seeking 
authority to close the Foochow office and the closure of the of- 
fice has, of course, had to be postponed until the matter is 
settled by’ the Courts. 


is probable that there will be a number of claims connected 
with deposit money to be settled before we should be allowed 


to close but it is impossible to estimate their amounts at pre- 
sent. 


(iii) We estimate that the cost of redundancy payments to staff in China 
will be of the order of £160,000, part or all of which will have 
to be remitted. In addition, we shall, of course, have to meet 
‘the expense of the maintenance of the organisation during liquida- 
tion at a rate which may be up to £20,000 per month, though this 


LC.1L/I805/HO/NH, 7/49. W. & S, Led. . 
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rate might be expected to decrease as progress is made towards. 
the completion of the liquidation. 


May I add that I was glad to get an assurance from Lloyd at the China Asso- 
ciation meeting yesterday that no action by H.M.G. was contemplated which would pre- 
vent the remittance to China of funds reauired for legitimate purposes. Any more 
comprehensive prohibition would in our view be a serious embarrassment to us in the 
special circumstances of our business. 


Yours sincerely, 


(S.P.Leigh) 


fo d Ae b 
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THE MERCANTILE BANK OF INDIA,LIMITED. | £..\/. 
Cy? 
15, Saumcnsihentid iwvil- 
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TELEGRAPHIC ADDRESS: fe / 
PARADISE, STOCK, LONDON.” —~/_ OF VL | 
.G. 


2.0. 


TELEPHONE N° 
MANSION HOUSE 9371-6. 


IN REPLY PLEASE QUOTE 


REF RND/MS 15th May, 1952. 


PRIVATE & CONFIDENTIAL. 


—— 


——— 
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C.H. hg oinrey ESQe,» | _ “ ) 
China & ree- Department : 
Foreign Office, : rc noe /i 77©@ | 
LONDON, oeW.1. amend orem een een 


Or 
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Dear Johnston, LfFo nos /d 2 


~~ 


Closing. Down in China. 


Detailed below under their respective headings is the 
information regarding this Bank asked for in paragraph 2 of 
your letter of the 7th inst. to Mitchell. The figures quoted 
are approximate and subject to revision. 


There are a number of our Local Staff in Shanghai who in 
the course of the next few years would have qualified for pensions 
under the Bank's rules, and if we are permitted to close our 
Shanghai Branch I am sure our Board will wish to recompense 
suitably such employees for their long service. In such an event 
I should imagine the amount required to buy the requisite annuities 
and/or to pay appropriate gratuities would be in excess of the 
amounts required for the standard "pay-off", thereby causing some 
increase under the heading of "Local Staff Pay-off". i. 

You are already aware that the American authorities have 
frozen our Shanghai Branch!'s U.S. dollar accowt in New York, 
whose balance is U.5S.$496,855.56, and the suggestion has been made 
that these dollars should be released to the Bank.of England, who 
would authorise us to pay the equivalent in sterfzing or another 
Sterling area currency to the Bank of China. . Should the sug- 
gestion be acceptable to all concerned, the sterling payment 
involved would be approximately £178,000. 


I need scarcely say that the value of our buildings prior 


. 


Pay on 
15 


oe 


; ERATE & CONFIDENTIAL. 


C.H. Johnston, Esa, - 15th May, 1952. 


to the change of Government in Peking was verv considerably in 
excess of their book value. 


(i) Details of curre eamittances to China for 
O of maintain Sting offices: 


For four months this year ending 30.4.52 £14, 564 


(ii) Details of outstanding cleims against Bank: 


None. 


(iii) An estimate of the probable cost of closure: 


To Stabilisation Board A/c Foreign £160,005 


Currencies 
Local Staff "Pay-off" approximately 50,000 


£210,005 


a t : 


Cost of repaying pre-war CNC deposits 
if demanded at rate of CNC $20 = US $1 680, 544 


Balance by which present C.D. and F.D. 
accounts exceed cash on hand (should it 


be necessary to remit) 6,806 


Total £897, 355 


Book value of Buildings if these have 
to be abandoned £128 ,973 


Yours sincerely, 


q 


) ay fa | 
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E.D. Sassoon: Bankinc Co.Ltp e. 


a INCORPORATED IN THE BAHAMA ISLANDS. MEMBERS LIABILITY IS LIMITED. 


TELEGRAMS: DIRECTORS: CODES USED: 


SASSIGRAM, LONDON. SIR VICTOR SASSOON, BART. G. B.E. (GOVERNING) name pan 

OEREK FITZGERALD. Cc s 

ALBERT RAYMOND, J.P. BENTLEYS — —-'!PHRASE & TABLE CO ESI. 
TELEPHONE: A. K.SOLOMON,C.B.E..K.C. BENTLEYS. __ (SECOND PHRASE CODEi. 


BROOMHALLS —_|MPERIAL COMBINATION CODE. 
AVENUE i921. ©“ VW. OC. vOeN. S.A. PETERSONS —_(3*° Epv:Tion). 


IN YOUR REPLY PLEASE QUOTE 85, GRACECHURCH STREET, 


LONDON, E.C.3. 


Private & Confidential 2Utn May, 1952. 


C.H. Johnston Esq., : 
China & Korea Department, eae - 
Foreign Office, 5.W.1. 


ee _—S 


Fenos 799 | 
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Dear oir, rae 1! 05 /, ag @ 


With reference to your letter of 7th May to Mr. Mitchell 
of the China Association, we beg to state that as regards the 
Sassoon interests in China, the replies to your questions are 
as follows:- 


1) £1,000 per month 
2) . None 
3) £300,000 
Yours traithfully, 


FOR AND ON BEHALF OF 
E.D. SASSO 1. BANKING co. LID. 


MANAGER 


AKM/CJL 


fd. 


Wheelock Morden vb, CLEA. * 


G. E. MARDEN, M.C. (FoReIGN) WHEELOCK, LONDON. 


FE eo NS New Ow aw Oy , (INLAND) MARWHEEL, FEN, LONDON. 
F.R. DAVEY. P 
on aig ay i he . Bo ae oe TELEPHONE: 


H. iM. Ganmens. 22nd May 1952. MANSION HOUSE 7035-6. 
C.H.Johnston, Esqre., Our ref: H'k.Con.302/3. 


Far Eastern Dept., 
Foreign Office. 5.W.l. 


Dear Mr.Johnston: “C. 405) 79 lo | 
FUTURE OF BRITISH BUSINESS IN CHINA. = ser onateet arens om MAK 


Reference your letter of 7th inst. to Mr.Mitchell of 
the China Association, consequent on the suggestion for 
control of sterling remittances to China, Wheelock Marden & 
Co.Ltd., whose Head Office is in Hongkong and whose only offices 
in China are in Shanghai, reply to your queries as follows: 


(1). They have not had to make any remittance to Shanghai 
for more than a year, though they may soon have to 
do so to meet the cost of repairs to their 
properties, | 


. There are no outstanding lawsuits against them. 


- Their Shanghai associates are still able to pay 
their way, more or less, and as long as that 
continues they will probably postpone applying for 
closure. They may however try to get permission to 
hand over the management to a senior Chinese 
member of their staff and to pay off some of the 
Chinese employees. What the latter would cost, if 
‘approved, cannot be estimated. 


- We understand that Mr.Collar of the Hongkong Chamber is 
explaining to Mr.Mitchell how difficult it is for the Hongkong 
offices to estimate the amount of claims against their 
Shanghai offices and what the cost of closure will be. 


Yours faithfully, 


fs ee 


a (E.N »Bnsor) + 


Copy to G.E.Mitchell. Bob 
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TELEORAPHIC ADDRESSES Malheson VC Limiled,, ~ 
INLAND: MATHESONS STOCK LONDON. 


FOREIGN: MATHESONS LONDON. 
TELEPHONE NUMBER: 3 teindint eS, 
MANSION HOUSE 5/6! (6 LINES) sf 
wade. ee 4 


CONFIDENTIAL. 


srd_June, 1952. 


/ Car d busta : | ‘e 10 sAna(s) 


I refer to your letter dated 7th May to 
Mitchell of the China Association requesting 
information on three points. The following 
figures are a very rough estimate, but 1 under- 
Stand that this is all that you require of 
Jardine, Matheson & Co.'s position in China. 


(1) Details of amounts remitted to China 
for the purpose of maintaining 
GXISting OLTICSS ccccccecscccsr 2,0 P.M. 


(2) Details of outstanding claims 
against Jardine, Matheson & 


ot Ltd. *@#eee@eoeoea eoeeeeeeeeses © £120 ,000 


(3) Estimate of probable cost of 
elosure @®eeenseseseneeeseeeeoeeet @ £200 ,000 


Yours sincerely, 


Nes 


a 


C.H. Johnston Esq., 
Foreign Office, 
Downing Street, 
WHITEHALL, 

London, S.W.1. 
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BY SAF! HAND ij HK bovg British Consulate-General, 
Shanghai. 
CONFIDENTIAL 


5 May, L952. 
(31/2/55/52) 


ra - ~ Com 
re 
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Dear Department, ph amarante Menem t n 


' 
; 


Our telegram saving No. 96 
of April 26th (repeated to F.O. telegram No. 126). 


We now enclose two copies of 
further notes prepared by the Chamber of Commerce 
here which were referred to in paragraph 8 of the 
memorandum given in our preceding telegram. 


Copies have gone to HeM. 
Charge dtAffaires and to. Hong Kong for the 
Governor and for the China Liaison Committee. 


6 


Yours ever, 


SHANGHAI CONSULATE GENERAL. 


j 


A. 


The China & Korea Department, 
Foreign Office, 
London, SW. l. 


FURTHER NOTES FROM SHANGHAI CHAMBER FOR 
HEAD OFFICES IN LONDON & HONGKONG 


These notes are forwarded in the hope they will 
assist Head Offices in London and Hongkong in their 
delioerations. 


They are submitted on the assumption that the 
recommendations in our last message will be approved in 
principle and that the Peking Government will agree to 
negotiate. 


Head Offices must realise that if Peking will not 
negotiate and Managements in China are instructed to apply 
for closure individually and locally, withdrawal will at 
best take months to achieve and the cost may well be penal. 


ARGUMENTS IN FAVOUR OF PRELIMINARY NEGOTIATIONS BEING 
CONDUCTED IN FRKING. _ 


These were covered in our lest message but we 
would like to add the following:- 


Negotiations with local Officials on any matter of 
importance have always proved to be most unsatisfactory 
not only because these Officials are unable or unwilling 
to give decisions speedily, but also because several local 
Government Bureaux would necessarily be involved, to 
mention a few, the Foreign Affairs Bureau, the Commerce 
and Industry Bureau, the Labour Bureau, the Tax Bureau, 
etc. ikxperience has shown that these sureaux work in 
completely separate compartments and that their decisions 
as a general rule do not accord with each othere Further- 
more, if simultaneous applications were filed to close 
locally trom several big firms without an over-riding 
order from Peking, the machinery which now exists for 
this purpose would most probably break down completely, 
resulting in chaos. 


If negotiations are held in Peking, the Peking 
Government should be asked either to nominate official 
Appointees in each centre to ensure the speedy conclusion 
of the negotiations locally, or, better still, to send 
their own official Representatives from Peking for that 
purpose. This desideratum is of great importance if 
withdrawal within a reasonable period of time is to be 
achieved. 


OBJECTIVES TO BE GAINED FROM REACHING AN AGREEMENT IN 
PEKING ON 8B 2 PR PLES « zi 


le Agreement on the Principle that Assets in China 
have a Value and this Value can and should be 
Realised by Sale or by being Utilised to cover 
Liabilities in China. ’ 


This should be the opening gambit in the negotiations. | 


Agreement on a Clear Cut Procedure for Assessing the | 
Labour Liability and Where Applicable for the Pay- : 


This could take the form either of a standard basis 
of pay off to be applied to all firms which would \ 
supersede any registered agreements already in force, | 


— J 


or leaving existing registered agreements in force 
and applying a standard basis for all others. 


Agreement must also provide for the termination 
of employment without question after due notice 
has been given ~ the period of notice to be agreed 
in Peking. 


Yrom past experience there is little or no 
prospect of reaching either a fair or speedy settle- 
ment locally. kvery effort should be made to reach 
agreement in Peking on these two vital points, ie. 
Ged anc Ce2s 


> 


Uther Objectives are:s- 


Agreement on the Method by which Local Assets are 


to be Realised. : 


Whatever our thoughts may be, we should take the 
Line that the People's Government will be guided by 
international Commercial Usage: Logically the first 
step should therefore be to request that the Peking 
Government will purchase the assets of the Firms 

Wishing to withdraw on reasonable terms and pay for 
these assets in Foreign currency. 


sales of assets in local currency can be of no 
financial benefit to the seller, unless he would 
be permitted to remit any surplus abroad or ship 
out exports to the value without surrendering 
foreign exchange. Leasing the assets would obviously 
be the next best solution to the problem provided 
either a lumpsum payment can be obtained sufficient 
to meet liabilities, or in the case of going concerns 
the lessee takes over the liabilities by paying rent. 
This is elaborated in the Memorandum entitled 
"Suggested Formula for the Disposal of British Assets". 


If agreement on these general points could be agreed, 
Peking should then be requested to nominate the buyers 
or lessees since these must, of necessity, be 
Government or semi-Government organisations. 


If, while admitting the principle that local assets 
must cover local liabilities the Peking Government 
refused to agree to a modus operandi covering sales, 
leases or any other method acceptable to the majority 
of firms wishing to withdraw, then negotiations might 
be continued on a basis finally involving a surrender 
of pooled assets against pooled liabilities. Head 
Offices of firms wishing to try this method <n 
preference to individual local negotiations should 
decide in advance and act accordingly. 


A Memorandum ia attached giving our suggestions 
on the initial basic terms we should try and secure 
in Peking for the different British interests. 


Agreement on Procedure for the Settlement of Other 


— 


fhe principle should be established that: 


in the case of going concerns the Management of 
which is finally transferred, the responsibilities 
for the settlement of outstanding obligations and 


Claims are automatically taken over by the new 
Management. 


In the case of firms whose withdrawal must 
necessarily involve liquidation, outstanding 
obligations and claims should not interfere with 
the procedure of closing. 


fo this effect the following should be agreed 
upons 


Vutstanding (Long Delive ommercial Con 


Firms would be allowed to transfer the 
responsibility for the running off of these 
contracts either to the suggested Commercial 
Mission or to other parties remaining temporarily 
and who would be prepared to take over their 
responsibility for a consideration. If agreement 
as above cannot be reached, then it should be 
established that the firms concerned can reduce 
their staffs to a skeleton basis sufficient to 
look after their affairs until these nutstanding 
obligations are settled. 


Out | Taxe 


Where the Company concerned can prove that it 
had no practical means of meeting theses taxes 
owing to the Government refusing it permission or 
facilities for realizing any of its assets, then 
the fines accruing from non-payment of taxes should 
not be included in any assessment that may have to 
be made of the Company's liabilities. 


There are 
many cases still unsettled and those that have 
been settled have varied widely in the rulings 
laid down and have in many cases been extremely 
unfair. Peking should be asked to lay down a 
final and equitable scale to be applied to all > 
outstanding cases throughout China. 


26 Quistanding Court Casese An expeditious and 
equitable settlement should be requested. 


3. In the case of Appeals against Court decisions, 
facilities should be requested for the Hearing | 
of: these Appeals within a reasohable period of 
time. At present there is a heavy backlog. 

A Special Court could perhaps be formed in 

for the handling of all Appeals 
involving British and other foreign firms with 
priority given to the cases involving firms 
who have officially applied for withdrawal. 


Re 


Sundry Creditors. 


These must, of course, be included under 
‘Liabilities’. 


Agreenient on the disposal of Surplus Funds after 


settlement of Ligbilities. a 


In case of surpluses, attenpts should firstly he 
made to secure agreement to remit these surpluses 
Abroad either by straight remittance or through 
exports (see Para C. 3 and Memorandum attached). 
if this is not possible the second step would be 
to try and secure agreement that where there is a 
surplus in one firm that surplus can be used to 
offset a JeM.P. deficit in another. Firms which 
set off in this manner could make adjustments abroac. 
if this is still not possible the final step will be 
to secure agreement on the method by which surplus 
funds will remain ‘under custodianship in China’. 
Head Offices abroad should realise that the final 
step is the only one which is likely to prove 
possible. 


Agreement in Regard to the withdrawal of Kedundant 
Fersonnel. 


if the principle of withdrawal is agreed and the 
basic arrangements for such withdrawal can be success- 
fully concluded in Peking, arrangements should be 
made providing for the speedy departure from China 
of personnel not required to implement the terms of 
closure and withdraw locally. In our pinion, 
however, agreement on this point snould only be 
sought after the main provisions of the negotiations 
have been settied. The Peking Government and the 
local Authorities are somewhat touchy on all matters 
appertaining to the issue of Exit Visease It should 
not be inferred that agreement on this question 
should not be pressed;. it should in fact be pressed, 
but at the right moment and not made a sine qua non 
condition of the initial stages of the negotiations. 


TORS. 


We have recommended in our message the appointment 

of a Chief Negotiator. We feel it most desirable that 

| this Chief Negotiator should be officially appointed by 

| H.M.G. as this might be more acceptable to the Peking 

' Government and would indirectly support our request 

i that preliminary negotiations be held in Peking. Whether 
or not he will be a Government Official or a business 
personality of standing is a matter for Head Offices and 
H.M.Ge to decide. We, however, suggest that if a business 
personality of standing is chosen, he should not be 
connected with British interests now operating in China. 
He should be assisted by two or three Delegates from Head 
Offices abroad to ensure fuli contact in matters of 
policy, but it should be made clear that these would 
function only as Advisers. 


5e 


The business community in China would be 
prepared to assist by sending to Peking a number of 
Representatives fully acquainted with the special 
problems of each category of firms on whose behalf 
the negotiations will be conducted. However, it is 
possible that the Peking Government might refuse to 
countenance the presence at the discussions of 
Kepresentatives of firms in China whether chosen from 
Abroad or locallye If so, it should, in our opinion, 
not be made a point of issue in initiating negotiations 
as these, we feel, could be conducted satisfactorily 
by a Chief Negotiator alone who could be fully briefed 
in all matters of principle and of detail. 


SIBLE PEKING REACTIONS. 


it is quite possible that Peking already has a 
scheme in hand for cur gradual elimination. Neverthe~ 
less many believe that their ideas and ours differ 
widely in regard to timing and that they intended to 
retain at least some of us as a trading contact with 
the Sterling Area until they can replace us with 
something more suitable to their own trading methods. 


if this line of thought is correct, then the 
offer to replace the old organisation with some form 
of Commercial Mission - a proposition which we are 
glad to see our Hongkong Head Offices also recommend e- 
might well meet with a favourable reception. However, 
Peking might well say "Yell us more about the proposed 
new organisation and if we can agree on that then we 
shall be more favourably disposed to your withdrawal 
proposal and to providing the facilities you ask”. 
They might even insist that the formation, scope, etc. 
of the new organisation should be agreed in principle 
pefore the withdrawal of the old organisations can get 
under Waye 


HeMeGe and Head Offices should therefore brief 
HeM. Minister in Peking on how far they are prepared to 
go in this direction. 


In our opinion an offer to handle China trade 
with the Sterling Area from Hongkong is not likely to 
be accepted by Peking as a suitable alternative, as ) 
there is considerable sentiment in favour of bypassing - 
Hongkong. It would be in Hongkong*s interests to | 
retain a British trading Outpost in China provided 
this could be done at reasonable cost. It would afford 
the members of the Mission a feeling of greater 
"“nersonal security if they had some form of H.M.G. 
sponsorship. go. 

NY RELATION TO SHAXBHOLDERS 

For this purpose we can divide the British 
interests into two broad sections: 


Section Le 


Branches in China of Companies Abroad which are privately 
owned and/or controlled and Branches in China which are 
wholly owned and/or controlled by public companies Abroad. 
These would include:- a 


\& 


Go 


Manufacturing Plants or (Ex. P, & Ee, OrePt.Coe E 
Industrial Concerzs. Liddells, International Bx.Co.) = 


Property Companies (Exe Sassoon Group etc). 


Godown Companies (ix. Mackenzies, Liddells, Bods.) | 


O11 Companies (Kx. Shell). 


Shipping Companies and 
Docks (Ex. B. & S., Mollers, etc.) 


Trading Companies (Bx. TeCoJ uy TeMeoAe,y JoMoCO.) 


All in this Section are classified together 
because whether tney sell or lease their assets, or 
even give them away, they can do so without being 
involved in any great degree in legal complications 
with their owners, partners or shareholders. 


gection 2+ 


Branches in China of Public Companies abroad (ex China 
Companies). These Companies are managed on behalf of 
their shareholders by locally appointed Boards of 
Directors, or local Managers appointed by their Head 
Offices or under Management Agreements by other Companies. 
These would include:- 


Manufacturing Plants (Exe Ewo Mills etc.) 


Property Companies (Ex. Cathay Land, Sh.Land, 
Met. Land, etc.} 


Wharf & Godown Companies (Exe She & HeWeCo. etc.) 
Dockyards etce (Bx. Sh. Dockyards etc.) 


These are Public Companies in the accepted sense 
of the word. The rights of Shareholders would have to 
be taken into consideration in the event of a sale or 
handing over of their undertaking, and so far as this is 
possible the Hongkong Company’s Ordinances will not be 
‘contravened. 


In this connection the handling of the Chinese 
Shareholding interests in these Companies in China should 
not present any insuperable difficulties as the transfer 
can only go through following agreement in Peking. 


This should effectively eliminate any protests 
from Chinese shareholders. 


Though this might be unethical, Chinese and Foreign 
Shareholders should therefore not be approached uwitil 
Peking‘s reactions are known. — 


Whether the local Managers/Boards of Directors 
would have to agree tos 


| 


a) the handing’ over of their own Shares 
with the Company, 


b) the handing over of any foreign currency 
funds of the Company 


would depend on the form of the transfer. It must be 
assumed, however, that the Peking Government will insist 
on securing control of foreign currency funds in cases 
where ea gale or handing cver of the undertaking is 
negotiated. 


6. OTHER BRITISH INTERESTS wI1TH SPECIAL PROBLEMS. 
1. British Banks in Chins. 


This Group have their own particular problems with 
which their Head Offices are fully conversant. 


Their local Representatives are of the opinion 
that negotiations for thel¥ witKttrawal could best 
be negotiated through the Bank of China in London, 
but realise that this may have to be modified 
following their Head Office discussions with H.M.G. 


the three Pritish Public Utilities with large 
British shareholdings, predominantly British Boards 
of Directors and with one exception British , 
Managemer.t, are the Shanghai Waterwor’s, the Shanghai 
Electric Construction Company (Tramways) and the 
Shanghai Gas Company. All these Utilities are 
securing financial assistance from the Feople's 
Bank. 


The Gas Company and the Iramways still have foreign 
funds abroad, which the Authorities know about. 


The senior British Directors of these Companies in 
Shanghai all feel that unless there is a prospect of 
securing some compensation for their shareholders as 
outlined in the memorandum attached, there is nothing 
to be gained from associating themselves with the 
other British interests in the proposed collective 
approach. They feel that it would be a mistake at 
this stage to take any steps that might he coastrued 
as an attempt to force the hands of the Chinese 
Authorities either as to the timing or terms of the 
eventual take over. 


Companies Subject to Requisitioning. (E.G. Sh@ll & Others) 


fhis problem is of a special nature as assets 
have been requisitioned, many without receipts. 
Their situation is already well-known to their Head 
Offices. | 
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SUGGESTED REASONS FOR WITHDRAWAL FOR INCLUSION IR 
ihé FLRST HeM,GC, McCMORANDUM, 


— 


The main reason should be that our existing 
organisations are not in keeping with New China’s 
domestic policies and are therefore obsolete, 


The new interpretation of Labour/Management : 
relations makes it impossible for British Managements 
to fulfill their functions as they consider they 
Should be fulfilled. This applies partichlarly to 
all Britishecontrolled organisations, especially 
factories, where increasing State control at one 

end and the increasing powers allocated the workers 
at the other end leave the British Managements 
powerless to fulfill their proper duties. 


The refusal, in practically every case, of Chinese 
Banks to grant loans or overdraft facilities to 


foreign controlled concerns, Public Utility Companies 
excepted. 


The inability to remit funds abroad either for 
individuals or firms while Chinese in British 
controlled territory can and do remit large sume 
to China. 


Hany wher reasons could, of course, be included, 
but as we are hoping for cooperation and a favourable 
reception to this approach, we see no poiat in 
repeating these other reasons in the Memorandum, 
particularly as many of them were covered in the 
Memorandum already submitted by H.M.Minister on 
April l2th. 


PUBLICITY 


We suggest that one week, or not more than two 
weeks after the suggested H.M.G. Memorandum is 
presented to Peking, a campaign of judicious publicity 
should commence. This should take the form of B.3.C. 
Broadcasts, prominent articles in the British Press, 
especially in Hongkong, Reuters Agency reports and 
questions in Parliament, In particular our request 
for the People's Government to purchase our assets on 
reasonable terms should be emphasised, and the course 
of the negotiations should be published from time to 
time. The request should not be allowed to die of 
jnanition. The Press should be carefully fed. fhis 
is an important aspect of our task, which properly 
handled, will contribute to success. 


SUGGRSTED PORMULA POR THE DISPOSAL OF BRITISH 


1. 


” 
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While all local Managements here appreciate the 
importance of a collective approach and the advantage 
to be gained from collective negotiations in Peking 

for the establishment-of xertain basic principles, 

they feel that jm ordez, to give the British negotiating 
party any,’ ore of success, Head Offices abroad should 
adopt gfealistic attitude towards the Chinese 
Govérnment's probable assessment of the value and 


relative importance to China of the varying British 
assets involved. 


The British interests and their assets can be divided 
into the following categories for this purpose: 


Group A. Industrial Plants 


Group B. Godowns and wharves ~ including 
floating properties. 


Group ¢. Real tstate. 
Group D. Trading Firms. 


The combined assets exceed on any reasonable basis 

of computation the liabilities by many millions of 
Pounds Sterling. A statement of approximate assets 

of the leading British interests in China will be 
ready at the time it is required. This information 
in certain cases will have to be supplied by Head 
Offices abroad. With regard to liabilities, these, 
apart from those known, affecting mainly staff pay- 
offs are an imponderable factor which it is impossible 
to determine except following negotiation. 


On general principles the negotiations might take 
the following course:- 


1. Sale of all Assets in Sterling or Foreign 
Currency, failing that 


2. Sale of part of the value of these assets on a 
reasonable valuation in foreign currency to 
satisfy foreign shareholders, the balance being 
payable in local currency to meet local 
liabilities and satisfy Chinese shareholders ' 
rights. 


However, as it is anticipated that the Chinese 
Government might not countenance a proposal of this 
nature even if they had the funds available, we 
recommend that the next step on our side should 
take the following form: : 


Group t A 8 


») Lbn Vwoec 10 / Cc ianaged Indust 11 Plants 
These are the most attractive and gable assets 
from the Chinese point of view. The Chinese should 


Oe 
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ee 


be asked to purchase the plants and buildings 
outright at prices well below replacement cost and 
to pay for them in Sterling or Exports. Stocks 
would be sold for local currency which could be 
set aside as a fund to meet atl JMP liabilities 
including the assessed liability towards staff. 
prof there are surpluses in JMP, para C.5 will 
applye 


If the Chinese refuse to consider a purchase 
on these or other terms, then the Qwners/Managers of 
the interests in-this group will be well advised, in 
our opinion, to authorise the Negotiator to try and 
secure the same basic ‘lease terms’ as those suggested 
for Groups B. and C. below. 


Group ‘'5* and 'C*, 


British Owned and/or Managed Godown and er 
and Real Estate Coupanies. 


These Companies to be taken over on a lease 
basis for an agreed pe~iod, the lessee being responsible 
Tor all Liabilities. 


df by subsequent individual negotiations the 
proceeds of the lease exceed the liabilities and there 
is a surplus in JMP, Para C. 5 should apply. 


in cases where a Company has large outstanding 
liabilities, these may have to be met by a surrender of 
all assets. 


Group A ‘. 


The Companies will have to liquidate. What 
assets they have in the form of buildings, etc. should 
be leased for a sufficient down payment sum to meet 
their JMP liabilities. Where a lease would not bring 
in sufficient funds to meet their JMP liabilities, 
they should be allowed to sell these buildings in order 
to raise sufficient funds. 


Where there are no saleable assets or they are 
insufficiens to meet liabilities, they will bring in 
funds to meet the deficit or again meet these liabilities 
by the process suggested in para C. 5. 
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(FC 1105/4180) 


FOREIGN OFFICE, S. /.1. 


20th May, 1952. 


I enclose herewith the further Notes 
referred to in paragraph & of Shanghai 
telegram No. 95 Saving of 26th April to Pekine. 


Copies have already been sent direct to 
Hong Kong for the Governor and the China 
Liaison Committee. 


These notes are now really out of date 
since the decision has already been taken not 


to conduct preliminary negotiations for closure 


in Peking. 


(J.0. Lloyd) 


G.A. Mitchell, Esq., 


China Association. 
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CHINA ASSOCIATION. Pp, 


Si: blame , BROAD STREET House, 
LONDON WALL 1160. 
a 54, OLp BRoaD STREET, 
TELEGRAPHIC ADDRESS a5 aia la : 
OLIN LONOON eee —. Lonpbon, E.C. 2. 
{ | ; 
e 4rd June, 1952 
tues /ito@ : 
Dear Lloyd, SS Saas 


thank you tor yours of 20th May enclosing 
a copy of "Further wotes from Ghanghai chamber for Head 
vuffices in London & Hong Kong", 
I have circulated copies to the firms 


concerned although, as you say, the Notes are somewhat 


out ot date. 


Yours sincerely, 
| . - 
* oe & Lloyd ESde, PPE Fs, 


Foreign v-ffice, 
LONDON, S.W.l 
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TO THE SECRETARY OF STATE FOR THE COLONIEs /b¥- 
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FROM HONG KONG (Sir A. Grantham) 


D. 15th May 1952. re “he, 0 Ca 
ita. 09.50 hrs. Ase tg 
be ~ 9 


Addressed to S. of S. 

Repeated to Peking No. 51 (S/S please pass) and savingram 
to Commissioner General S.E. Asia and 
Governor Singapore. 


Peking telegram to Foreign Office No. 376. (Cc { oss S 
British Business in China. 


Following is a summary of an interview which took place on 9th May 
between Chairman of the British Chamber of Commerce Hong Kong and an 
official of the Universal Development Corporation, one of the main C.P.G. 
purchasing agencies in the Colony, at the latter's request. 


2.  Cerporation representative cpened the discussion with a recital 
(lasting an hour) of details of various contracts which he alleged had 
been broken by Hong Kong sellers in their dealings with C.P.G. buying 
agencies, without production of certificates of force majeure or other 
adequate evidence of inability to supply. He stated that in one case 
a letter from the Ministry of Supply was produced suggesting that delivery 
should not be made. In other cases he claimed to have evidence that the 
goods contracted for had arrived in Hong Kong and had been resold to other 
purchasers at higher prices. He added that his corporation was investi- 
gating these cases and’ intended to bring legal actions in a mumber of typical 
instances. He offered to produce full details of these contracts on f 
request. ° : 

3. Representative went on to lay much stress on the circumstances in 
which the NANCY MOLLER cargo of rubber was prevented from reaching the 
C.P.G. purchasing agencies. In this connection he also complained that: 


(a) His corporation had not yet been paid the 25% balance due 
to them for the resale of all their Singapore rubber purchases 
to H.M.G. , although shipment had been ern in September 
1951 5 Se 

(b) Their buyer, Mr, Tam Ting Tung, a British subject, had been 
arrested and imprisoned by the Singapore authorities without any 
specific charge being brought against him. 


4. Representative stated that these instances of bad faith had made 
C.P.G reluctant to trade with British Merchants in Hong Kong. Nevertheless 
he expressed the view that British merchants, both in China and in Hong Kong, 
had a useful purpose to serve and the general impression he gave was that 
the present circumstances are deplored and that C.P.G. would like closer 
trade relations with Britain. Chairman of Chamber took this opportunity 
to strees the grave difficulties with which British Merchants in China are 
now faced. It was, he pointed out, illogical to allege that these 
merchants were unwilling to change their former ideas of trading when the 
Chinese authorities prevented them from remodelling their organisatiomto 
meet present circumstances. 


/5. 


. " 


i 
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(Wo/e= 2 | 
Ss Sah Corporation representative gave no indication that he had been 
instructed to seek this interview and to use above language. Nevertheless, 
it seems improbable that he would do so without authority and that 
particular stress laid upon breaches of contract on the part of British 
firms suggests that this may be an unofficial reaction on that part of the 


C.P.G. to paragraph (III) of H.M. Charge d'Affaires note of 12th April 
(see Foreign Office telegram to Peking No. 306 of 10th April. ) 


" 
PR Oe Ee ree 
a 


6. Chairman of Chamber believes that in a number of cases British 
Manufacturers and exporters received unofficial intimation that foods 
proposed for supply to China would be better withheld and he has asked 
what defence should be offered if legal action is in fact taken against 
local suppliers in this connection. He has been informed in reply that 
this is a matter which his Chamber could most suitably take up through the 
China Association in London. x 


(Copies sent to Foreign Office for repetition to Peking) 


Copies sent to:= 


Bank of England - Mr. R.E. Heasman | 
Treasury | - Mr. A.K. Ogilvy «Webb 
Foreign Office - Mr. J.K. Drinkall 
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(FC 1405/1814) FOREIGN OFFICE, S.Wele 


CONFIDENTIAL 20th May, 1952. j 


\ I enclose the text of an interesting 
tele:ram from the Governor, Hong Kong, to the 

i Colonial Office, reporting an interview between 

¥ the Chairman of the British Chamber of Commerce 

in Hong Kong and an official cf the Universal 
Development Corvoration, (one of the main Chinese | 
Peoples’ Government purchasing organisations in 1 
Hong Kong) at the latter's request. 3 


We should e giad to see any resort of this 
interview which you may receive from Hong Kong. 


(CH. Johnston) 


; G.A. Mitchell, Esq. 

é. | China Association, 

. Broad Street House, 

" 54, Old Broad Street, 
‘ BeCe2e 
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CONFIDENTIAL. 


Se Pe wy 


CLOSURE OF BRITISH FIRMS IN CHINA. 


On the 9th April the Cabinet considered the future of 
British firms in China. It was agreed that a note should 
be presented to the Central People's Government outlining 
the difficulties of British firms, to be followed by a 
second note later on announcing the decision of the firms 
to close. 

Ze Mr. Lamb delivered the preliminary note to the Central 
People's Government on the 12th April. So far there has 
been no reaction from the Chinese to this note. 

3.  # The China Association, after consultation with firms’ 
representatives in Hong Kong, have now agreed the text of 
the second note to the Central People's Government from 

HeM. Chargé da'Affaires in Peking, informing the Central 
People's Government of the desire of most British firms 
operating in China to transfer their businesses, if possible 
as going concerns, to the Chinese, or to close down, and to 
withdraw non-Chinese staff from China. The text of this 
note, which has also been agreed by Mr. Lamb and by the 
Treasury, Colonial Office and Board of Trade, is attached. 
The China Association are anxious that Mr. Lamb should take 
early action so that they can then submit their applications 


to the Chinese authorities to close down. 


4. Publicity. The China Association previously felt that 


they would prefer no publicity to be given to this matter. 
They have now changed their minds and consider that a 
statement by the Secretary of State in the House would be 
valuable to them. I suggest that it would also be 
advantageous from oyr point of view to take Parliament into 


(th mtant SaACUaia te 


our confidence in this matter. A draft +emé is attached, 


which has been shown informally to representatives of the 


/China 


China Association. The Association themselves propose to 
inform the press of the firms’ intentions and would like 

the news to appear in next Sunday's papers. This would 
leave them with the initiative, which we have always desired, 
since neither we nor they wish the impression to be gained 
that their action means a major change in Her Majesty's 
Government's policy towards China. It would prepare the 

way for a statement in Parliament on Monday (19th May) or 
Tuesday (20th May). If this time-table is accepted, 

Mr. Lamb would have to be instructed to deliver the note to 
the Chinese Government by 16th May and to telegraph immediately 
he had done so. I attach a draft telegram of instructions 
to Peking accordingly. 

er We have already informed friendly foreign governments 

of the intentions of British firms in China to close, and 

we have also told them that we would not be giving the 
decision any publicity (see paragraph 2(f) of Foreign Office 
telegram No. 1330 to Paris Saving of the 18th April). We 
shall now have to inform them of our change in plans, if this 
is agreed, and I accordingly submit a draft telegram to the 
posts concerned. 


Recommendation. 


6. It is recommended that: 
(i) the attached draft telegrams should be 
despatched; 
{ii) the Secretary of State should make a 


statement in the House on 19th May or 


20th May, on the lines of the draft at 


Flag C. 


te A copy of this has gone to Lord Reading. 


Ct: Shas . 


(C.H. Johnston) 


th M 1952 
ee 


We are in touch with the Commonwealth 
Relations Office, who will inform Commonweal th Govts 
if these proposals are accepted, 

The real difficulty is Xxoxkmow what to do 
if the Chinese ignore our request, or reject it, There 
are very few ways of putting pressure on the Chinese 
without doing ourselves more harm than the Chinese, This 
problem is being studied, Meanwhile, I recommend that 
the provosals be accepted and that Mr Lamb should 


present the second Note, 


Litre 


(R,H, Scott) 
of 14.5,52 
Sir Roger Makias | 


Permanent Under Secretary 
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Telegram. lL 
Addressed to PEKING telegram No. 3 


< 
of the IG heey repeated for 


(Date) [@/s Saad Be alates wok, 
}? information to SHANGHAT, HONG KONG and 


Repeat to . — ( Kisut we) Saving td s SINGAPORE; VYroxyo and WASHINGTON. 
, MMO” . Itty 
Your telegram.No. 42S fof @e@ May, 


MARGIN. 


mae 


i / 
AND SAVING TO 260 British business in China/, 


My immediately following telegram 


IN THIS 


contains the text of the note which you should 


AO OA. 
— to the Chinese Government ay—let—ebn. 
(mm 


wibaee teregrapn | as soon as you have 


fF ve 


delivered note. . Grtne—*ssee+6+ien—_new—wesh 


Ce The —— to the original draft 


Cypher. Flag F (my telegram.No. 384) have been agreed 
(On Conn Rls (nr Sivts 


fe oe by all etter consultation with Hong Kong — 


Foreign Officé and bearing in mind your comments and those 
and Whitehall 
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of. Shanghai including those in Shanghai 
telegram No. 105 Saving to: yous «Reference 


point (b) of #ete telegram, it is felt that 
negotiations in Peking might usefully be 


' | Copiesto:-+ / suggested later. Do you agree? Reference 
| DL RCASULY.. Mr, Ogilvy 
“| Webb ) / 


Board of Trade : 
(Mr. Levine ) Flag H| expressed in your telegram No. 250 paragraph 


Ce 0. (Mr. ‘Ha | 

C.R.O. (Mr. Thomas, 1(e). 

Bank of England de It propo seato make a statement in the 

(Mr. Hea/sman) ae Te 20 
House of Commons .8—8007 be 


point (c), we assume you still hold views 


» 


(13556) Wt. 43697-140 100m 3/47 G.S.St. Gp 620 


presented. Statement will give brief summary 
firms difficulties, announce that many will + 
shortly be applying to oar and — H.M.Ge 
have requested the Central People’ 8 Government 
to facilitate 9 Text of note itself 
will not, repeat not, be released. I will 


Ube Mey cakay'a rupsnean latina ) 
instruct| H.M.R.R| to inform foreign Government 


‘_. 


of new arrangements for publicity, with reférence 
to paragraph 2(f) of my telegram No. 1330 Savi fFia4 TD 
to Paris. 


lie Paton and Baldwins have already cabled 


MARGIN. 


instructions to their rwpresentative in Shangha}j 
to apply to the Chinese for a suitable | 


Chinese national to take over the management 


IN THIS 


of their factory, or alternatively for its 


lease, and failing either of these, for 


closure, They informed Reuters of their actiog 


BE WRITTEN 


NOTHING TO 


Cypher/OTP and FOREIGN OFFICE AND 
By Bag WHIETEHALL DISTRIBUTIO 


Ne, 136 : D. 4.00 dew 16th May, 1952 


DMEDIATE 
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Addressed to Peking telecram Ne, 436 ef 16th May, 
‘epeated for infermatien te: shanghai 


Heng Keng 
| Singapere . 
ané@ Saving te: oe Tekye Ne, 1C1 
Washingten Ne, 2174 


Yeur telegram Ne. 410 [ef 14th May, British business in China], 


My immediately fellewing telegram contains the text ef the 
Nete which yeu sheulé present te the Chinese Gevernment at ence, 
Please telegraph immediate as seen as yeu have delivered Nete, 


2. The amendments to the eriginal draft (my telegram Ne, 382) 
have been agreed by all cencerned after consultation with Heng Keng 
representatives and bearing in mind your comments and these ef 
Shanghai including these in Shanghai telegram Ne. 105 Saving te 
yeu. Reference peint (b) ef that telegram, it is felt that negetia- 
tiens in -Prking might usefully be suggested later, De yeu agree? 
Reference peint (c), we asSume yeu siiil held views expressed in 
yeur telegram Ne, 250 paragraph 1(e), 


3. It is prepesed to make a statement in the Heuse ef — 
Cemmens, en Tuesday 20th May, Statement will give brief suamary 
ef fira’s difficulties, annennce that many will shortly be applying 
te clese, ané that Her Majesty’s Gevermment have requestes the 
Ceatral Peeple’s Gevernaent te facilitate clesure, Text ef Nete 
itself will net (repeat ne&)be released, I will instruct Her | 
Majesty's representatives te inferm fereign Gevernacnts ef new 
arrangements fex publicity, with reference to paragraph 2 (f) ef 
my telegram Ne. 1530 Saving te Paris, / 


he Paten and Baldwins have already cabled instructiens te 
their representative in Shanghai te apply te the Chinese fer a 
suitable Chinese natienal te take ever the management ef their 
factery, er alternatively, fer its lease, and failing either ef 
these, fer clesure, They infermed Reuters ef their action, 
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Addressed to PEKING telegram No. 43) 
< 
of the Ib wag : repeated for 
information to SHANGHAI, HONG KONG mad 


tf Saving (> 3 
Sai Rete ret, heen and WASHINGTON. 


MARGIN. 


| My immediately preceding telegram, 


> Text begins 
AND SAVING T : 
eee 


As stated in my note of April 12th, 


IN THIS 


1952, British firms in China have for a long 
time and for reasons beyond their control 
been facing increasing difficulties. The 
increasing extent to which many of the 
functions formerly handled in China by 
private merchants and industrialists are 
being taken over by organisations operating 
on a state basis is correspondingly reducing 


need for maintenance in their existing form 
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of many British owned and established 
enterprises. s 

2e Nearly all,"if not all, of the British 
companies in ‘China, have come to the conclusion 
that this change in conditions necessitates 

@ ae change in the 

Coptes to :— nature of their organisations and in the scope 


Treasury ec mapeeey 
(Mr. Ogilwy Webb) of their activities. Many feel they can no 


Board of frade 
(Mr. Levine) longer operate satisfactorily in China and can 


eO. (Mr Hall) serve no useful purpose in the futures 
~R.O. (Mr. Thomas) 
Bank of/ England Consequently they fee} that the proper 


(Mr. Heasman) /course 
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course is for them to arrange for the 
transfer as going concerns, custody, or 
closure ,of their businesses. The needs 

of individual companies will vary with 

their particular circumstances, and 
applications appropriate thereto will be 

made by them in due course, 

3- A number of important British companies, 
whilst recognising that in existing conditions 
their present organisations are or may become 
redundant ,believe that they can still 


perform a useful servive in the interests 


MARGIN. 


of Sino-British trade. They therefore 


contemplate setting up a new form or 


IN THIS 


organisation which is better suited to current 
conditions. This would take the form of an 
association of representatives of manufacturers 
and overseas buyers, who would maintain direct 
contact with the appropriate Chinese authoriti 
This body could, in fact, act as a permanent 
Trade Mission. - 

4h. Her Majesty's Government trust that 

the Central People's Government will issue 


appropriate instructions to the departments 


NOTHING TO BE WRITTEN 


concerned to facilitate the measures for 
which individual British companies will 
make application in pursuance of the above 
decisions. The particular points in 
respect of which the good offices of the 
Central People's Government are requested 
are:= 

(a) approval of the termination of the 

services of redundant staff. 


fhe issue of exit permits for non- 


Chinese state ” 
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the setting up of machinery to 
deal with custody or transfer as 
going concerns of any businesses to 
which this treatment is appropriate. 
taking of the necessary steps to deal 
with the suggestion in paragraph 3 
above. 
be In view of the prolonged period during 
which many companies have been operating 
under economically adverse circumstances, 
Her Majesty's Government request that early 
and favourable consideration will be given to 
the representations made herein, 


Text ends. 
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FROM FOREIGN OFFICE TO PEKING 


Cypher/OIP | FOREIGN OFFICE AND — 
and by Bag WHITEHALL DISTRIBUTION 


No. 43/ 
16th May, 1952 D: 4.40 peme 16th May, 1952 


TMMEDIATE 
CONFIDENTIAL 


Addressed to Pek telegram No. 437 of the 16th May. 
Repeated for information to Shanghai 
Hong Kong 
Singapore 
and Saving to: | Tokyo No. 102 
Washington No. 2175 


My immediately preceding telegram. {Of 16th May. British 
business in China]. 


Text begins — 


As stated in my note of April 12th, 1952, British firms 
in China have for a long time and for reasons beyond their 
control been facing increasing difficulties. The increasing 
extent to which many of the functions formerly handled in 
China by private merchants and industrialists are being taken 
over by organisations operating on a state basis is correspond- 
ingly reducing need for maintenance in their existing form of 
many British owned and established enterprises. 


2. Nearly all, if not all, of the British companies in 
China, have come to the conclusion that this change in condi- 
tions necessitates a corresponding change in the nature of their 
organisations and in the seope of their activities, Many feel 
they can no longer operate satisfactorily in Chima and can serve 
no useful purpose in the future. Consequently they feel that 
the proper course is for them to arrange for the transrer as 
going concerns, custody, or closure, of their businesses. The 
needs of individual companies will vary with their particular 
circumstances, and applications ene there to will be 
made by them in due course. 


3. <A number of important British conranies, whilst 
recognising that in existing conditions their present organisa- 
tions are or may become redundant, believe that they can still 

/ perform a 


¥ CONFIDENTIAL 
Foreign Office telegram No. 437 to Peking 


— 


perform a useful service in the interests of Sino-British 
trade. They therefore contemplate setting up a new form 

or organisation which is better suited to current conditions. 
This would take the form of an association of representatives 
of manufacturers and overse2s buyers, who would maintain 
direct contact with the appropriate Chinese authorities. 

This body could, in fact, act as a permanent Trade Mission. 


4. Her Majesty's Government trust that the Central 
People's Government will issue appropriate instructions 
to the departments concerned to facilitate the measures 
for which individucl British companies will make application 
in pursuance of the above decisions. The particular points 


in respect of which the good offices of the Central People's 
Government are requested are:- 


(a) approval of the termination of the services of 
 Yedundant staff. 


(b) the issue of exit permits for non-Chinese staff. 


(c) the setting up of machinery to deal with custody 
or transfer as going concerns of any businesses 
to which this treatment is appropriate 


(a) taking of the necessary steps to deal with the 
suggestion im paragraph 5 above. 


5. In view of the prolonged period during which many 
companies have been operating under economically adverse 
circumstances, Her Majesty's Government request that early 


and favourable consideration will be given to the representa- 
tions made herein. 


Text ends. 
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The Foreign secretary hag bow agreed the text 
of the note to be presented to the Chinese Government, 
announcing that wost British finas in vhina intend to 
Close down. ‘The text remains as agrecd by the 
China Association and Vovernient vepartments.e It hes 
today been sent to Lamb in ivking with instructions 
to present it as soon as possible and to report by 
telegram when he hag done 0. 


There resains the ~wesgtion of publicity. The 
note should certainly have bven .reséernted by wuonday, 4 
way 19th. On this assunaption, it is proposed that the | 
China Association should make a press relvase on the : 
game evening, Which would ap,car in Tuesday morning’ S 
paperse I enclose a draft of the Association's 
proposed release to give you souwe indication of ita 
nature, althoujn it may be subject to slight. 
modification. it is slso proposed that the Kinister 
of State, Hr. uelwyn Lloyd, should miake a gtatencat 
in the House of Commons on Tuesday, kay 2Oth., I 
enclose a draft of this statement and should be 
grateful for your comicnts, and those of Giuebothau 
and Serpell to whom I am copying this letter, if 


p essible by lunch-tinie on Monday. 


1 aw also copying this letter to lishop, for 
his information. 


(Coit e Johns ton) 


Aeiite rercival, 4BQe» 
Board of Trade. 
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Hon, members will te | aware that many British 
firms in China have for a long time and for 
reasons beyond their control been facing 
increasing difficulties so far as trade 
and industry inside China are concerned, 

These difficulties are partly due to the 
increasing extent to which many of the functions 
formerly handled in China by private merchants 


and industrialists are being taken over by 


MARGIN. 


organisations operating on a State basis. 
There are, however, other difficulties, for 


example the increasing restrictions on the entry 


IN THIS 


and exit of foreign staff. 

All this suggests that British firms 
are no longer welcome in China in their present 
form. 

For these reasons most of the British 
oemiindins have reluctantly come to the conclusion 
that they can no longer operate satisfactorily 
inside China, and that the time has come to 
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arrange for the disposal of their businesses, 
Many have already decided to apply for closure, 
transfer, or lease of their various concerns, as 
may be appropriate in each case. There are 
likely to bé many problems involved and, at 

the request of the firms themselves, H.M.G. 


have presented a note to the Central People's 


(4UP) 11/81 A.@E.W.LTD. GP.68S | 


Government of China requesting that all the 


necessary facilities be made available to 


ensure that these problems are dealt with 
expeditiously. 


The firms themselves remain convinced. of 


(446359 WYT.32637/248 100.000 


the need and desirability for British trade with 
/China 


China to be continued and the suggeztion has 
been conveyed to the Central People's Government 
that the requirements of this trade under the 
changed conditions in China might perhaps be met 


o e 


I should like to take this opportunity to 


pay tribute to the skill, tenacity and courage 
of the British Community in the Far East. 

In the course of their long and honourable conne 
with China they have contributed greatly to the 


prosperity of both countries and much of the 


has existed between our two countries can also be 


attributed to them. In the existing circumstance 


however - facing increasingly heavy losses, 


and unable to replace their foreign staffs in Chi 


who, as may be imagined, have been working under 


/ 


conditions of great strain and anxiety - it is 
difficult to see how the firms concerned could 


have made any other decision. 


Note for Supplementary 


Question. 


Is 
Te 66k—-$ho=uheonetesy—of-State wheter it +e 


the intention to withdraw shipping from the 
China trade. 

Answer. 

I have already stated that it is still 
hoped that it will be found possible to continue 


trade between this country and China and, in sayi 


that, I include shipping. 
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NOTHING TO BE WRITTEN 


SNIHLON 


=| 
O 
Ww 
mi 
2 
= 
7 
y 
Z 
| 
L 
7 


‘NISUVW 


Question 


Does not the recent Moscow Conference 
Show that the Chinese wish to trade with us, and 


is not closure of British firms a retrogade step” 


Answer 
L hope that British trade with China will 
continue, but it is clear that under present 


conditions and restrictions this trade(wttt mot be 
a firms in China itself, 


DRAFT STATEMENT TO BE MADE IN HOUSE OF COMMONS 
ON TUESDAY, 20th MAY. 


Hon. members will be aware that many British firms in China have 
for a long time and for reasons beyond their control been facing 
increasing difficulties so far as trade and industry inside China 
are concerned. These difficulties are partly due to the increasing 
extent to which many of the functions formerly handled in China by 
private merchants and industrialists are being taken over by 
organisations operating on a State basis. There are, however, other 


difficulties, for example the increasing restrictions on the entry 
end exit of foreign staff. 


All this suggests that British firms are no longer welcome in 
China in their present form. 


For these reasons most of the British companies have reluctantly 
come to the conclusion that they can no longer operate satisfactorily 
inside China, and that the time has come to arrange for the disposal 
of their businesses. Many have already decided to apply for closure, 
transfer, or lease of their various concerns, as may be appropriate 
in each case. There are likely to be many problems involved and, at 
the request of the firms themselves, Her Majesty's Government have 
presented a note to the Central People's Government of China 
requesting that all the necessary facilities be made available to 
ensure that these problems are dealt with expeditiously. 


The firms themselves remain convinced of the need and desira- 
bility for British trade with China to be continued and the 
suggestion has been conveyed to the Central People's Government that 
the requirements of this trade under the changed conditions in China 
might perhaps be met by setting up a new form of organisation to 
meet current conditions in China. The firms feel that this could take 
the form of an association of representatives of manufacturers and 
overseas buyers, who would maintain direct contact with the appropriate 
Chinese authorities. This body could, in fact, act as a permanent 
Trade Mission. 


I should like to take this opportunity to pay tribute to the 
skill, tenacity and courage of the British Community in the Far East. 
In the course of their long and honourable connexion with China 
they have contributed greatly to the prosperity of both countries 
and much of the traditional goodwill and mutual understanding which 
has existed between our two countries can also be attributed to them. 
In the existing circumstances, however - facing increasingly heavy 
losses, and unable to replace their foreign staffs in China who, 
as may be imagined, have been working under conditions of great 
strain and anxiety - it is difficult to see how the firms concerned 
could have made any other decision. 


Note for Supplementary 


Question 
Is it the intention to withdraw shipping from the China trade? 


Answer. 


T have already stated that it is still hoped that it will be 
found possible to continue trade between this country and China and, 


in saying that, I include shipping. 


/Question 


D> 
Question 


Does not the recent Moscow Conference show that the Chinese 


wish to trade with us, and is not closure of British firms a 
retrogade step? 


Answer 


I hope that British trade with China will continue, but it is 
clear that under present conditions and restrictions this trade 
will only be conducted to a limited extent, if at all, through 
individual British firms in China itself. 
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BRITISH CO 


MPANIES IN 


CHINA TO CLOSE 


Government’s Note to Peking 


PLANS TO TRADE THROUGH A 


NEW ASS 


OCIATION 


FROM OUR DIPLOMATIC CORRESPONDENT 


Lonpon, Monpay. 
At the request of the old-established 
companies which have been trading 
for generations in China the British 


Government has now taken diplomatic 
action in an attempt to preserve at 


least a trickle of Chinese-British trade. 
Since the Communists came. to 
power greater and greater difficulties 
have been placed in the way of these 
British trading companies and for 
some time now there has virtually 
been no trade at all. All but about 
a hundred representatives of these 


firms have already’ left China. 

Now the British Charge d’Affaires 
in Peking, Mr Lamb, has delivered a 
Note to the Chinese People’s Govern- 
ment telling the Government of the 
decision of the British companies to 
close their businesses in China, which 
had a capital value of some £200 
millions. The Note expresses the 
British Government’s hope that they 
will not be impeded from winding up 
their affairs and, the hopes of the 
companies that the Chinese Govern- 
ment will make it possible to carry on 
at least some trade with China through 
an association which it is the intention 
of the businesses to set up. Trade with 
China, if not in China, could thus be 
maintained. 


MR EDEN’S STATEMENT TO-DAY 


Mr Eden is to make a statement on 
the situation in the House of Commons 
to-morrow. This step does not envis- 
age any change in the diplomatic 
relations between the two countries. 


Mr G. E. Mitchell, vice-chairman of 
the China Association, commented in 
London to-day on the plight of the 
British companies in China. Most of 
these companies, he _ said, had no 
alternative but to close, since they could 
not continue to operate at a loss and 
saw no likelihood of things improving. 
The companies had been compelled to 
remit progressively larger sums _ into 
China to meet extremely heavy and 
often arbitrary taxation demands and 
to continue to employ the labour they 
were unable to use but were equally 
unable to discharge. — 

British employees and business men 
also experienced great difficulty and 
delay in entering or leaving China. In 
some cases they had been imprisoned 
because they were unable to "pg 
n 
consequence of all this, Mr Mitchell 
said, most of the firms still remaining in 


draw. This, however, should not mean 
an end to British export trade to China 
or a importing from China. He 
added : 


“This trade could, if necessary, be 
carried on in future by a small association 
of merchants or a trade group of some 
kind for the mutual benefit.of China and 
the United Kingdom. Even this would 
only be possible if the Chinese allowed 
the men who constituted the mission 
reasonable freedom of movement.” 


But one thing the Chinese are no more 
likely to do than any other Communist 
State is to allow trade representatives 
to wander about their country. Such 
people they consider to be spies and 
saboteurs. 


A BRITISH OPINION 


‘ Adjustments in Realistic 
Manner Needed’ 


HONGKONG, May 19. 
Mr John Keswick, managing director 


said here to-day that 


China.” 


“For some time past the trends of 


He went on: 


foreign-owned commercial firms such as 


Jardine Matheson and Company Ltd.|™ 


China would shortly take steps to with-|. 


—, 


of Jardine Matheson and Co., Ltd.,| 
“the natural] # 
evolution ” of the firm’s business showed | ™ 
that the emphasis had changed from| ™ 
“trading in China” to “trading with|*- 


economic development in China under the |: 
People’s Government have indicated to us |-= 
that the long-established organisations of | ~ 
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are not suited to present-day conditions | ™ 


This company is 


making no 
reversal in policy,” 


China well over a century ago. 


salaries and other overheads of thei 
Offices in China : ate 


complete inability to 


business in China under 
conditions.”—Reuter. 


SE 


Heads of some other big British com- | 
mercial firms here with offices still in} 
China would not comment, but the head @ 
of one China coast business said he# 
would welcome any development to end @ 
“the present intolerable state of affairs, @ 
under which British firms are virtually } 
forced to make ‘heavy remittances of § 
foreign exchange to China to cover} 


in spite of their? 
transact any} 
present 


in that country. This conclusion finds con- |# 
firmation in Chinese views reported in the }% 
press as having been expressed at the | @ 
recent economic conference in Moscow. It | % 
is therefore desirable that adjustments |= 
should be made in a realistic manner. | 


sudden | © 


Jardine Matheson and Company, Ltd., | 
whose boats sail up afid down the China 
coast, is the largest of the great British © 
firms that pioneered British trade in ~ 


— Will Sell Assets 


* Last British| 
Quit China 


|Put at £300 — 


London Asks Peking Not: a 
To Hinder Liquidation, © 
Employees’ Departure 7 


By Joseph Newman ° 

From the Herald Tribune Bureau e 
Copyright New York Herald Tribune, Inc. (|%& 

LONDON, May 19.—The great 
| ||economic empire which Britain § 
| once controlled in China formally ~& 
collapsed today when London noti- ” 
fied Peking that the last of the 3 
British firms had found it neces- 4 
sary to liquidate and to = out off 
China, 


A note delivered bv Lionel 7 

Lamb, British Chargé dratteiresiill 
In Peking, informed the Commun- 3 
ist government that.its policy of % 
obstruction’ and interference had 
made it impossible for British firms ™ 
to remain in business in China. EN 

The note asked the Chinese csnel 
ernment not to hinder the British 
: firms when they attempt to liqui- 7 Se 
», | date their assets, transfer them tol . é 
~ , | other owners and apply for exit® 
*' | permits for their employees, ee 
, The main problem is expected to® 
| involve the sale and transfer of & a 
British properties and other assets | 
_ |to the Chinese government or? 
" Chinese nationals. The value of 
* | these assets is estimated at be- 8 : 
» | tween £300,000,000 and £500, 000,- § aa ES 


- Forced Out 


British form with headquarters | 
in London explained that they have = 
been forced out. of business by & - 
Chinese restrictions and Tegula~ § . 
tions obliging them to operate at a} 
loss. They are now afraid that they || 4 
| will be forced to leave their tre- | 
*~ mendous assets behind without & 
~ compensation. 

These assets include factories, 
shipbuilding yards, wharves, ware- 
- houses, office blocks, hotels and 
~ residential properties which were 
_ built during a period” of 150 ‘years 
; : of British economic supremacy in 
» China. 
- Most. of the properties are in’ 
ec g Shanes The rest are in Tient- 
, Hankow, Canton and smaller 
sites. 
©" The main British firms which 
y own them are Jardine, Matheson 
* and Company, Butterfield and 
a 4 Swire, the Shell] Petroleum Com- 
* pany, the Anglo-American Tobacco 
# Company, Ltd., and Lever Brothers. 
=| The palatial Cathay and Met- 
|| ropole Hotels, known to all: for- 
© | eigners who have visited Shanghai, 
_;| are owned by the Sassoon interests. 
»,| Jardine, Matheson, in addition to 
_ | their large shipping interests, own 
-| cotton mills, breweries and 
1 wharves. The Anglo-Americac. ° 
* | bacco Company has factories wh h 
;| once employed 10,000 persons. Le- 
-.| ver Brothers has large soap-inanu- 

«| facturing plants. 

Whiteaway Laidlaws, another 
British firm, operated some of the 
leading department stores in 
Shanghai and Tientsin. Other 


( pit 20 on Page 2, Col. 5) 
nd ‘cotton plants. 

A Foreign Office spokesman said 
oday ara the ates) colony in 
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_ |Put at £300 Million 


y -|London Asks Peking Not 
| ToHinder Liquidation, " 
Employees’ Departure 4 : 


By Joseph Newman’ © 
From the Herald Tribune Bureau Ss 
Copyright New York Herald Tribune, Inc. a 
LONDON, May 19.—The great ¥ 
economic empire which Britain 
once controlled in China formally © 
collapsed today when London noti- @ 
fied Peking that the last of the 
British firms had found it neces-§ 
sary to liquidate and to get out of} 
China. : % 
A note delivered bv Lionel H. @ 
Lamb, British Chargé d’Affaires @ 
in Peking, informed the Commun- | 
ist government that its policy of % 
obstruction’ and interference had 
made it impossible for British firms> 
to remain in business in China. “| 
The note asked the ChineSe gov-§ 
ernment not to hinder the British 
firms when they attempt to liqui-F 
date their assets, transfer them to, 
other owners and apply for exit® 
permits for their employees, A 
The main problem is expected to 7% 
| involve the sale and transfer of | 
British properties and other assets @ 
to the Chinese government or @ 
Chinese nationals, The value of @ 
these assets is estimated at be-% 
tween £300,000,000 and £500,000,- 33 
000. 3 ae 
Forced Out a 
British form with headquarters | 
in London explained that they have @ 
been forced out. of business by @ 
Chinese restrictions and regula- %& 
tions obliging them to operate ata @ 
loss. They are now afraid that they 
will be forced to leave their tre- @9. 
- mendous assets behind without | 
4. compensation. Br 
*' These assets include factories, (§@ 
_ / shipbuilding yards, wharves, ware- 7% 
~ houses, office blocks, hotels and «@ 
_ residential properties which were }@ 
> built during a period’ of 150 years os 
- of British economic supremacy in (a 
China. ey 
: Most of the properties are in™ 
- Shanghai. The rest are in Tient- § 
+ sin, Hankow, Canton and smaller } 
=, cities. E 
* The main British firms which § 
». own them are Jardine, Matheson | 
~ :and Company, Butterfield and§ 
~ |Swire, the Shel] Petroleum Com- 
pany, the Anglo-American Tobacco} 
Company, Ltd., and Lever Brothers. 
The palatial Cathay and Met-# 
ropole Hotels, known to all. for- 
eigners who have visited Shanghai. } 
are owned by the Sassoon interests. j 
Jardine, Matheson, in addition to} 
their large shipping interests, own 
cctton mills, breweries and 
| wharves. The Anglo-Americac. To- | 
bacco Company has factories which | 
once employed 10,000 persons. Le- | 
ver Brothers has large soap-inanv- | 
facturing plants. ; 
*| Whiteaway  Laidlaws, another 
~~ | British firm, operated some of the 
© |leading department stores in 
» |Shanghai and Tientsin. Other 
(Continued on Page 2, Col. 5) 
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band cotton plants. . 
> A Foreign Office spokesman said 
;-oday that the British colony in 
' China, which numbered 20,000 in 
© 1937, had fallen to 5,000 by 1945 
and has now been reduced to about 
"700 as a result of the advent of 
‘the Communist regime. Most of 
“these are business men or employees 
Sof British firms. tn ne 
With their withdrawal in the 
inear future, the British colony in 
/China will be reduced to 18 per- 
‘sons of the British diplomatic: and. 
* consular service—ten in Peking, five 
‘in Shanghai and three in Tientsin. 
, It was pointed out that Britain 
| will continug its limited diplomatic 
| relations with China notwithstand- 
Jing the withdrawel,of British firms. 
A spokesman, also said that Britain 
wll continue to do business with 
China, although it, no longer will 
be able to do business in China. 


i, |. * a CUMMMIVCe UL vCapurw ~~ 
_ study the “health aspects” of th 

world population problem, includ- 

ing possible government propaga- 


‘Borba’ Attacks 
Activities of| 
High Prelate} 


Accuses Administrator { 
Of Slovenia’s Catholic q 
Affairs of Anti-Titoism || 


By the Associated Press i 
BELGRADE, May 19.—The news-| 
paper ‘“Borba’’ today  accused|, 
Bishop Anton,.Vovk, agministrator | ® 
- of Roman ic Bffmrs in Slov-| % 
| amtivmies against | | 


, “Borba”— | @ 
voice of o’§ government | | 
—said that Bishop Vovk late last | ¥% 
‘month wrote “his faithful” a letter| & 
calling on them to “stand ready | @ 
for heroic deeds in defense of holy | 
aims.” , 

“Borba” commented that the|/; 
bishop was “in effect calling the| } 
\ faithful into a struggle for the 
~ destruction of our socialistic de- 
~ velopment.” 

“That is a continuance of the 

traitorous action which reactionary 

- priests undertook during the na- 

5 tional liberation war on direction | | 

' from the same Ljubljana house and 
from the Vatican,” it added. 


Injured in January Attack 


Bishop Vovk was attacked andj.) 
injured last January by a crowd of | % 

\ about 150 in a railway station at|/™ 
- the town of Novo Mestos while on | 
’ his way: to a religious ceremony in | # 
a mear-by village. ES 
“Borba” said the bishop advised |g 

~ Catholics to mask their allegiance |@ 
to the-ehurch if they feared “harm- |j 

- ful- consequences” would befall | 
them from displaying their faith. 
It said the letter instructed 
priests to decrease ordinary penance 
for those who failed to attend 
church, regularly if their absence | 
, could be attributed to fear of harm- § 
ful consequences. 4 
The paper said that “Bishop ® 
_ .Wovk, by this advice, intended to}? 
_ present a false situation. as if there = 
were no religious freedom—to create 7 


* among the uninformed a psychosis | 
~ of uncertainty, to furnish enemies 
abroad with material about lack of 


' democracy here.” 


IN JUST ONE DAY 


DRESSES SPECIALLY 
CUT TO YOUR FIGURE 
IN THE MORNING. 
FITTED AT NOON. 
READY TO WEAR AT NIGHT. 


Georgette RENAL. 


i Creator of the Seamless Dress 
¥- 6 Avenue F.-D.-Roosevelt, Paris 
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e three to Paris. British Groin 
% Airways Corporation has cOnsoli 
dated its 14 trans-Atlantic flights 
a into ten. Swissair has dropped 
» one round trip to Zurich. 

*¢ Trans World Airlines has drop. 


__ WASHINGTON, May 1 
today adjourned un 


The court usually announces ; 

| Lé S its 
opinions every Monday. Suwever. it 
;could announce its opinion in the 
stee) case before next week, 


Lederle Strike Ends 
Y. May 19 


te compromise 
ment today brought an end to a| 
Picket-line Siege at the Lederle} 
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‘of economic development in China under the 


Cutting dated 


BRITISH FIRMS’ DECISION TO |j 


LEAVE 


STATEMENT IN THE COMMONS TO-DAY) 


The British Chargé d’Affaires in Peking yesterday delivered a 


Note to the Chinese Government 


firms to close down in China. A statement is to be made in the House 


of Commons to-day. 


It is not intended to stop general trade with China, but new 
trading machinery will be required. A suggestion made yesterday 
in London by Mr. G. E. Mitchell, vice-chairman of the China 
Association, was that trade should be carried on through a small 
association of merchants or a trade group. 


CHINA 


conveying the decision of British 
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GROWING TRADE | 
DIFFICULTIES 


HARDSHIP TO STAFFS 


From Our Diplomatic Correspondent 

The British Chargé d’Affaires in Peking, 
Mr. L. Lamb, yesterday delivered a Note 
to the Chinese Government announcing 
the decision of British firms to close 


down in China. A Government statement}. 


on the subject will be made in the House 
of Commons this afternoon. 

It was emphasized in London yesterday 
that the initiative for their move came not 
from the British_Government but. from 
the firms, who have found the conditions 
of operating in China more and more 
intolerable. A consideration that had 
played a big part in the decision was the 
personal situation of British staffs in 
China, which was becoming increasingly 
insecure. | 

The actual winding up of businesses will 
be a long and complicated process. Not 
all firms will want to follow the same pro- 
cedure. The cooperation of the Chinese 
Government will be necessary in leasing 
or handing over businesses, and in the 
extrication of staffs. At the same time, 
it is not intended to make their withdrawal 
the signal for a general cessation of trade 
with China, Trade will, however, have to 
be carried on through other machinery 
more suitable to present circumstances. A 
suggestion of how this should be done is 
given in a statement made yesterday by 
Mr. G. E. Mitchell, vice-chairman of the 
China Association, who spoke of a small 
association of merchants, or a trade group 
of some kind, carrying on this work. 

Britain accorded recognition to the Chinese 
Communist Government in January, 1950, 
and ‘pending the appointment .of an 
ambassador nominated a chargé d’affaires 
ad interim.’ But.the British Chargé d’Affaires 
has never been received by the Chinese Foreign 
Minister and the Peking Government has not 
appointed an ambassador to Britain, 


COMPANY’S. “* REALISTIC 
ADJUSTMENTS ” 


SHIFT IN TRADING TRENDS 
HONGKONG, May 19.—Mr. John Keswick, 


managing director of Jardine, Matheson and 
Co., Limited, said here to-day that * the 
natural evolution” of the firm’s business 
showed that the emphasis had changed from 
“ wading in China ” to “ trading with China.” 

** For some tite past,” he said, “ the trends 


People’s Government have indicated to us that 
the long-established organizations of foreign- 
ial fi Jardine, 


Jan appreciation of the fact that times 


}no point in — where they are so clearly ® 


— ¢ 
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Matheson and Co., Limited, are not suited to} ~ 
present-day conditions in that country. This 
conclusion finds confirmation in Chinese views |. 
reported in the Press as having been expressed)» 
at the recent economic conference in Moscow. 
It is, therefore, desirable that adjustments 
should be made in a realistic manner. Jardine,| 
Matheson and Co., Limited, is making no! ~ 
sudden reversal in policy.”—Reuter. “s 


FIRMS WORKING AT 
A LOSS 


ait? 
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DEMANDS OF CHINESE | 4 

Mr. G. E. Mitchell, vice-chairman of 4 
the China Association, made the following 
statement in London yesterday : — 

In so far as the internal trade and industry| ~ 
of China is concerned, most. of the British] ~~ 
business houses have now definitely reached] »\ 
the conclusion that they have no alternative]; 4 
but. to close down or dispose of their|« % 
businesses. There are two chief reasons which| > 
have forced them to this conclusion. The first] + 
is that they cannot continue indefinitely to| ~~ 
operate at a loss. They have been compelled) ~ 
to remit progressively larger sums of moneyj 
into China to meet extremely heavy and often| 
arbitrary taxation demands, and to continue] ~ 
to employ redundant labour whom they are| # 
unable to discharge, although in some cases} @ 
these ws 2 have done no work for two) | 
years. é firms see no prospect of the posi-] 7 
tion ever being radically altered. st. 

The second reason is that the managers| @ 
and other British employees of the firms have} ~ 
the greatest possible difficulty, and experience] ~~ 
prolonged delays, in obtaining permission to| © 
enter or leave the country. This is a question| ~> 
of major importance when one remembers] ~*~ 
that the British staffs in China are living under| <” 
conditions of intense strain. The firms feel] . % 
that they cannot expect their staffs to work in| - 7 
China without adequate assurances that they| 7 
can be replaced at regular intervals. More-| & 
over, the position of the | managers is} ©) 
especially difficult because the Chinese hold| 3 
them personally responsible for all the acts|..@ 
of their companies and have in“some cases| @ 
already imprisoned them when they were| 
unable to comply with Chinese demands. a 


CHANGED TIMES 


The British community in China do not lack | 
avel 

cha , but they have changed so much that, 
they have become convinced that there is nof 
futute for them under present conditions ; and! 


unwelcome. ost of the firms still remaining © 
will shortly take steps to withdraw. | 

This should not mean an end to British) 
export trade with China, nor to the United§ 
Kingdom buying produce from China. This” 
could, if necessary, be carried on in future} 
by a small association of merchants, or a 
trade group of some kind, for the mutual 
benefit of China and the United Kingdom; 
even this would only be possible provided the 
Chinese allowed the men who constituted the 
mission reasonable freedom of movement. 

® 


¢ Comment is made in City Notes on page 
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U K. F IRMS’ CHINA. 
WITHDRAWAL 


STATEMENT TO-DAY BY THE — 
F OREIGN SECRETARY | 


Cut 


By Our Foreign Editor 


Mr. Eden, the Foreign Secretary, will make a statement bs 
in the House of Commons to-day about the contents of the} 7 
latest British Note to China, which was delivered yesterday.| 


The purpose ‘of the Note is to obtain the Chinese Govern- ~ 
ment’s assistance in facilitating the withdrawal of the British|\ > 
companies which have decided to wind up their affairs in China. 

The companies concerned include 
all the major British business in- 
terests inside China itself, though 
shipping companies such as John 
Swire and Sons have no intention 
for the present of withdrawing their’ 
ships from the China trade and will 
continue to maintain their wharf 
installations in Chinese ports. 


DECLINE IN TRADE . 


-| Both official quarters and business 
‘linterests in London insist that every 
.|effort will be made to avoid any in- 
‘|terference with  Anglo-Chinese 
| trade. 
.| This -trade has declined in the 
.| past year. Exports to China in 1951 
totalled £2.7m. (against £3.6m. in 
the previous year) and imports were 


On the other hand,. Veatiy, the} .. 
food-packing concern which. main-| #7 
tains coneievable installations in|)” 
{China, chiefly for meat and egg} s 
packing, is a potential source of |@ 

oreign exchange to the Chinese} \% 
Government, and its future, it is felt, "73 
may depend in the long run on © 
whether or not the Chinese autho- 
rities wish to foster exports »n order bi 
to buy equipment from the West. 

Vestey, in common with the ae 
other British firms in China, is, in § 
fact, preparing to wind up nie 
affairs there, but it may be anything 
up to two years before the process : 
is completed. ~ “ 

Even John Swire and Sons, which “ag 


oe i This view was 


£7.7m. (against £10,3m.) 

Meanwhile, Hong Kong’s trade 
with China has fallen even more 
sharply. The latest official returns 
__ show that in March exports were 
- only H.K.$20.9m. (compared with 
* H.K.$245m. in March, 1951), 
while imports were H.K.$71.9m. 
(compared with H.K.$89m.). 

The facilities: which the British 
Government is asking to assist the 
withdrawal of British firms from 
China refer to arrangements for 
handing over physical assets as well 
as to the necessary official permits 
without which British businessmen 
on the spot cannot depart. 


- COMPENSATION PROBLEM 


._. Many firms have, ia’ fact, only 
kept their enterprises in China i 
operation for fear that if all their 
representatives were removed, any 
- charices of eventual compensation 
_ from the Chinese Government for 
~ loss of property would. be destroyed. 
_ The danger was, and still is, that 
the Chinese Government would 
simply assume control of empty 
warehouses or factories and claim 
that the firms had no right to com- 
pensation for the loss of prope 
— that they had already volun- 
ty as # given up 
ay at is now hoped i is that official 


| British sopceneotalions may persuade 


a the. Ch inese Government to SApojat 
BE: ial nominees, = whom noses 

_ jassets can. either. be. leased o 

“| or témporarily: transferred. in 
~|Which of these alternatives. wo 

es oe ge would depend .on the par- 
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- any of the British firms with to- 
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bs (| market ‘directly is Ts deGnitely once, Oye 
: ja statement by the matiaging direc 
\|tor of Jardine Matheson in Hong 
a Kong yesterday. 


Ke |terests in China seem to feel that]. 
Be jthe day. «i bl oan: eet es * 
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is Maintaining its shipping interests, , 
has decided: to close down all its 
purely industrial undertakings ing 
Other major British firma 
affected, apart from those siready a 


China. 


mentioned, are Patons and Bald- 
wins, E. G. 


of India, 
Shell’s properties have already been 


ment, 
OPERATING AT LOSS 


Mr. G. E. Mitchell, vice-chairman | 
of the China Association, issued the | 
following statement yesterday. ex-|/ 
n|Diaining the reasons for the decision |} 


Q)of British firms:— _ 


“There are two chief reasons|’ 
which have forced them to this con-|% 


clusion. The first is that they can- 


not continue indefinitely to operate}; 


at a loss. 


“They have been compelled to 


remit progressively larger sums of 


money into China to meet extremely |” 
heavy and often arbitrary taxation}, 
demands, and to continue to employ | 
rty redundant labour whom they are} 
unable to -discharge, although in|) 
some cases these employees have 


done no work for two years. 
“ The. firms. see no. ai ale 
¢| Position ever being radica 


lovers of the firms have the greatest 
possible difficulty, and experience 
-| prolonged delays, in obtaining per- 
I to enter or leave the coun- 


“US. ACTION 


WASHINGTON, May 19. 
_ Some American business. interests 
in China are “trying to get out,” 
ine State Department .spokesman, 
Mr. Michael McDermott, said 
to-day.—Reuter. . 


Editorial comment Page 4 Col. 2 
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the three banks—the Hongkong and 

Shanghai Bank, the Chartered Bank 

of India and the Mercantile Bank p 
The British American = 
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taken over by the Chinese Govern-|~ 
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'|interests in London insist that every 
.|effort will be made to avoid any in- 
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.|past year. Exports to China in 1951 
totalled £2.7m. (against £3.6m. in 
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ment’s assistance in facilitating 
companies which have decided to 


The companies concerned include 
all the major British business in- 
terests inside China itself, though 
shipping companies such as John 
Swire and Sons have no intention, 
for the present of withdrawing their 
ships from the China trade and will 
continue to maintain their wharf 
installations in Chinese ports. 


DECLINE IN TRADE . 
Both official quarters and business 


with. Anglo-Chinese 
trade. 


This trade has declined in the 


the previous year) and imports were 
£7.7m. (against £10.3m.) 
Meanwhile, Hong Kong’s trade 


with China has fallen even more 
sharply. The latest official returns 
show that in March exports were 
only H.K.$20.9m. (compared with 
H.K.$245m. in March, 1951), 
while imports were H.K.$71.9m. 
(compared with H.K.$89m.). 

The facilities which the British 
Government is asking to assist the 
withdrawal of British firms from 
China refer to arrangements for 
handing over physical assets as well 
as to the necessary official permits 
without which British businessmen 
on the spot cannot depart. 


COMPENSATION PROBLEM 
Many firms have, in’ fact, only 
kept their enterprises in China in 
operation for fear that if all their 
representatives were removed, any 
charices of eventual compensation 
from the Chinese Government for 
loss of property would be destroyed. 
The danger was, and still is, that 
the Chinese Government would 
simply assume control of empty 
warehouses or factories and claim 
that the firms had no right to com- 
pensation for the loss of property 
rights that they had already volun- 
tarily given up. 
_ What is now hoped is that official 
British representations may persuade 
the Chinese Government to appoint 
official nominees, to whom business 
assets can either be leased or sold 


Which of these alternatives would 
be chosen would depend on the par- 
ticular circumstances of the com- 
pany concerned. , 
Many of the British firms with in- 
terests in China seem to feel that 
the day of the foreign trader or 
manufacturer servin 
market directly is definitely over. 
This view was strongly expressed in 
a statement by the managing direc- 
tor of Jardine Matheson in Hong 


the Chinese! ~ 


Kong yesterday. 
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U.K. FIRMS’ CHINA 
WITHDRAWAL 


STATEMENT TO-DAY BY THE 
FOREIGN SECRETARY | 


By Our Foreign Editor 


Mr. Eden, the Foreign Secretary; will make a statement | 
in the House of Commons to-day about the contents of the 
latest British Note to China, which was delivered yesterday. 


The purpose ‘of the Note is to obtain the Chinese Govern- 


the withdrawal of the British 
wind up their affairs in China. 
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to buy equipment from the West. 
Vestey, in common with the 


other British firms in China, is, in — 


fact, preparing to wind up _ its 
affairs there, but it may be anything 
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up to two years before the process ~ 


is completed. 

Even John Swire and Sons, which 
iS Maintaining its shipping interests, 
has decided to close down all 
purely industrial undertakings in 
China. Other major British- firms 
affected, apart from those already 
mentioned, are Patons and Bald- 
wins, E. G. Sassoon, Unilever, and 


the three banks—the Hongkong and 
Shanghai Bank, the Chartered Bank . 
of India and the Mercantile Bank ~~ 


of India, 
Tobacco Company’s interests and 
Shell’s properties have already been 
taken over by the Chinese Govern- 
ment. . 


OPERATING AT LOSS 


Mr. G. E. Mitchell, vice-chairman 
of the China Association, issued the 
following statement yesterday. ex- 


plaining the reasons for the decision| ’ 


of British firms:— 


“There are two chief reasons]. 


which have forced them to this con- 


clusion. The first is that they can-|' 
not continue indefinitely to operate}: 


at a loss. 


“They have been compelled to}. 
remit progressively larger sums of |’ 


money into China to meet extremely 


heavy and often arbitrary taxation}, 
demands, and to continue to employ] — 
redundant labour whom they are] ~ 
unable to discharge, although in| © 
some cases these employees have] = 


done no work for two years. 


_“ The firms see no prospect of the * 
position ever being radically altered. | © 
'. “The second reason is that the] @ 
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managers and other British em-|' © 


ployees of the firms have the greatest} | 
possible difficulty, and experience| 


prolonged delays, in obtaining per-|7 


mission to enter or leave the coun-|) 4 
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U.S. ACTION 
WASHINGTON, May 19. 


Some American business interests |= 
in China are “trying to get out,” |” 
the State Department . spokesman, | 
McDermott, _ said |) 


Mr. Michael 
to-day.— Reuter. 


cece 


vening the meeting and the| 
ort of the auditors. 
he Chairman said:— 
t is with deep regret that. I have 
announce the death of - Mr. 
hur H. Johnson, O.B.E., on May 
1952, subsequent.to the printing 
the address and accounts. It has 
*n a privilege for me and my 
leagues to know him and we 
il) undoubtedly miss his wise 
~ Insel and friendship. 


[The following is the chairman’s 
‘ech. which was circulated with 
‘ report and accounts for the year 
Jed January 31, 1952:— 

[he report of the _ directors, 
ether with the accounts for the 
ir ended January 31, 1952, have 
‘n in your hands for the requisite 
iod and with your permission I 
‘pose to take them as read. 


The Setbacks in Trade 
\fter a good opening to the year 
ler review, your company and its 
sidiary, in common with other 
‘ilar businesses, experienced set- 
ks in trade. The heavy fall in 
1 prices, coupled with the 
ailment of purchases by the 
)/lic during the last six months of 
year, affected the profits of J. F. 
nall and Co., Ltd., very consider- 
', while the increasing difficulty 
selling goods in the export 
kets was felt in both sections of 
business. — 
‘our directors have considered 
question of dividends very 
_-2fully and with regret have felt 
_. iged to recommend the reduction 
»; the final dividend to 10 per cent. 
ual, less tax, making a total for 
year of 30 per cent. actual, less 
| , against 40 per cent. paid last 
i. 


rent Company’s Successful Year's 
Trading 


The parent company enjoyed a 
scessful year’s trading, 
es and profits being shown, the 
ofit, before taxation, being £17,111 
zher ‘than last year at £55,466. 
1e subsidiary company, however, 
r reasons before stated, showed a 
op in profit from £27,449 to £372, 
d the consolidated profits were 
966 lower at £55,838. 
» The taxation figure, of £30,680 is 
.gher than. last year on account 
_ the increase in taxation made in 
' e 1951 Budget, but, owing to re- 
iced capital ‘expenditure and in 
nsequence less capital allowances 
I taxation, the taxation equalisa- 
*..m reserve is increased by only 
5500 against £15,000 last year. 
’ fter allowing for 


a 


© During 1951 the extensions to the 
’».ctory at Wigston were completed 
» ad the effect of this extra space was 
+ \0own in the mcrease in production. 
*. is hoped that the warehouse 


© xtensions will be 
{0n. : | 
\ The programme of modernisation 
> machinery was __ continued 


/roughout the year and we. have 


completed very 


record |-stantially less than the professional 


Chairman ~saiy*ro0e--cacstauwiag 
difficulties in relation to the year’s 
trading have been the violent fluctu- 
ation in wool values and the sales|_ 


e year ended Decem- 
I feel sure you will 
very good, especially 
to the unprecedented 
conditions prevailing in the industry 
and I would like to express to my 
co-directors, the staff and operatives]: 
my thanks for their services during 
the year which have enabled these 
satisfactory results to be attained. 


. Allocation of Profit fi 

The accounts of the operating} 
company show a profit of £93,763, |. 
a decrease of £23,735 from those 
earned during 1950. 

Out of these profits the sum of 
£57,647 has been provided for in- 
come-tax and profits, tax and your 
directors recommend that £20,000 of 
the remaining balance should be 
transferred to contingencies reserve 
and £15,592 declared as dividends to 
enable the parent company, Edward 
Denison (Yeadon), Ltd., to pay the 
dividend on its Five and a-Half per 
Cent. Cumulative Preference shares 
(which has already been paid) to- 
gether with a dividend of 12% per 
cent. on its Ordinary shares. The 
directors again consider that a con- 
servative policy should bé adopted 
in distributing available profits and 
are accordingly retaining in the busi- 
ness 56.83 per cent. of the available |. 
net profits. 


Balance-sheet Figures 

Since 1947 when Edward Denison 
(Yeadon), Ltd., acquired the whole 
of the share capital of Edward 
Denison, Ltd., depreciation on the 
fixed assets has been provided in 
each year by reference to the price 
then paid, which though  sub- 


valuation, was greater than the book 
value. At December 31, 1950, the 
fixed and loose plant, motor vehicles, 
etc., which were owned by the 
operating company at December 31, 
1947,, had been written down to 
£2,958 and had the “book value” 
basis of valuation previously 
adopted continued, such assets 
would virtually disappear within a 
very short time. _ 

Your directors, after careful con- 
sideration of the position, decided 
on a revaluation of the fixed assets 
owned by the operating company at 
December 31, 1947, to accord with 
the approximate price paid when 
the shares of Edward Denison, Ltd.,| 
were acquired. The capital reserve 
created on such revaluation amounts 
|to £92,758, as shown separately on 
the balance-sheet. Yourwill observe} 
that a professional valuation of the 
fixed assets on a going concern 
basis was made at December 31, 
1947, and amounted to £263,369, 
since which date there: have been 
additions at cost amounting to 
£109,544 and sales of assets amount- : 
ing td £7,831. 


Sound Liquid Position 
The current assets at .December 
31, 1951, amount to. £353,127, 


an excess of current assets Over cur- 
‘of £262,637, which 


| _ liabilities 


“an excess of current 
Al.jiabilities of 


against current liabilities of £90,490, | ., 
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Jed January 31, 1952:— 

[he report of the _ directors, 
ether with the accounts for the 
ir ended January 31, 1952, have 
‘n in your hands for the requisite 
iod and with your permission I 
‘pose to take them as read. 
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The Setbacks in Trade 
\fter a good opening to the year 
ler review, your company and its 
sidiary, in common with other 
ilar businesses, experienced set- 
ks in trade. The heavy fall in 
1 prices, coupled with the 
ailment of purchases by the 
lic during the last six months of 
year, affected the profits of J. F. 
nall and Co., Ltd., very consider- 
', while the increasing difficulty 
selling goods in the export 
kets was felt in both sections of 
business. — 
‘our directors have considered 
question of dividends very 
-fully and with regret have felt 
iged to recommend the reduction 
the final dividend to 10 per cent. 
ual, less tax, making a total for 
year of 30 per cent. actual, less 
, against 40 per cent. paid last 
ir. 


— 


rent Company’s Successful Year’s 
Trading 


The parent company enjoyed a 
>cessful year’s trading, record 
es and profits being shown, the 
ofit, before taxation, being £17,111 
zher ‘than last year at £55,466. 
ie subsidiary company, however, 
r reasons before stated, showed a 
op in profit from £27,449 to £372, 
d the consolidated profits were 
966 lower at £55,838. 

The taxation figure, of £30,680 is 
gher than last year on account 
the increase in taxation made in 
e 1951 Budget, but, owing to re- 
iced capital expenditure and in 
nsequence less capital allowances 
r taxation, the taxation equalisa- 
mM reserve is increased by only 
00 against £15,000 last year. 
fter allowing for payment of the 
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.) per cent. dividend the carry 


rward on profit and loss account 
£3,738 higher dt £22,686. 


Extensions at Wigston Factory 


During 1951 the extensions to the 
ictory at Wigston were completed 
1d the effect of this extra space was 
10Wn in the mcrease in production. 

is hoped that the warehouse 


* xtensions will be completed very 


Out of these profits the sum of 
£57,647 has been provided for in- 
come-tax and profits, tax and your 
directors recommend that £20,000 of 


the remaining balance should be £ 


transferred to contingencies reserve 
and £15,592 declared as dividends to 
enable the parent company, Edward 
Denison (Yeadon), Ltd., to pay the 
dividend on its Five and a-Half per 
Cent. Cumulative Preference shares 
(which has already been paid) to- 
gether with a dividend of 12% per 
cent. on its Ordinary shares. The 
directors again consider that a con- 
servative policy should bé adopted 
in distributing available profits and 
are accordingly retaining in the busi- 
ness 56.83 per cent. of the available 
net profits. 


Balance-sheet Figures 

Since 1947 when Edward Denison 
(Yeadon), Ltd., acquired the whole 
of the share capital of Edward 
Denison, Ltd., depreciation on the 
fixed assets has been provided in 
each year by reference to the price 
then paid, which though  sub- 
stantially less than the professional 
valuation, was greater than the book 
value. At December 31, 1950, the 
fixed and loose plant, motor vehicles, 
etc., which were owned by the 
operating company at December 31, 
1947,, had been written down to 
£2,958 and had the “book value” 
basis of valuation previously 
adopted continued, such 


very short time. 

Your directors, after careful con- 
sideration of the position, decided 
on a revaluation of the fixed assets 
owned by the operating company at 
December 31, 1947, to accord with 
the approximate price paid when 


were acquired. The capital reserve 
created on such revaluation amounts 
‘to £92,758, as shown separately on 
the balance-sheet. Youwill observe 
that a professional valuation of the 
fixed assets on a going concern 
basis was made at December 31, 
1947, and amounted to £263,369, 
since which date there have been 
additions at cost amounting to 
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WITHDRAWAL 
FROM CHINA 


HE latest Note to the Chinese 
Government, about which 
Mr. Eden is to make a statement 
to-day, does not represent. any 


new departure in British policy. | 
It merely follows on, and gives | 


official backing to, the decision 
of the great majority of British 


- firms in China to wind up their 


trading and manufacturing 
interests there. But at the same 
time, every effort is being made 
to avoid even the semblance of 
interference with Anglo-Chinese 
or Hong Kong-Chinese trade. 
This has been much reduced in 
size, partly as a result of 
Chinese Government action and 
partly through the U.S. restric- 
tions on the shipment of a wide 


range of goods to Hong Kong; > 


but what remains of the trade is 
valuable. 


The decision of the British 
firms in China, although regret- 
table, cannot be criticised in any 
way. Indeed, the wonder is that 
in the face of active persecution 
of their managers on the spot 
and thinly disguised sabotage of 
their business activities, they 
have held out so long. Any 
chance of compensation for the 
losses which they. have incurred 


must unfortunately be judged 


slight. But some of the 
5 British firms which are now pre- 
_. paring to withdraw have not re- 


_ Signed themselves to the pros- 


©. pect of the permanent negation 
~ of traditional Chinese common- 


id sense. They are trying to main- 


tain some sort of lien on their 
property in China in the expec- 


igi tation that reason. and plain 


©» Chinese self-interest will reassert 


) itself some day. Then they will || 
ae -go back. 


——— 
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WITHDRAWAL 
FROM CHINA 


HE latest Note to the Chinese | 

Government, about which | 
Mr. Eden is to make a statement | 
to-day, does not represent any | 
new departure in British policy. | 
It merely follows on, and gives | 
official backing to, the decision 
of the great majority of British 
firms in China to wind up their Ge 
trading and manufacturing § 
interests there. But at the same 
time, every effort is being made @& 
to avoid even the semblance of 
interference with Anglo-Chinese 
or Hong Kong-Chinese trade. | 
This has been much reduced in |R 
size, partly’ as a_ result of \Re 
Chinese Government action and |) 5 
partly through the U.S. restric- |) 
tions on the shipment of a wide |- 
range of goods to Hong Kong; \f% 
but what remains of the trade is |Be 
valuable. re 

The decision of the British |#* 
firms in China, although regret- |%* 
table, cannot be criticised in any |} 
way. Indeed, the wonder is that |*_ 
in the face of active persecution |@ 
of their managers on the spot | >. 


their business activities, they |) ae 
have held out so long. Any Pe 
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losses which they have incurred || 
must unfortunately be judged |@ 
slight. But some _ of __ the t@ 
British firms which are now pre- |® 
paring to withdraw have not re- |B 
signed themselves to the pros- jj 

pect of the permanent negation |§ 

of traditional Chinese common- 

sense. They are trying to main- |3 
tain some sort of lien on their | 
property in China in the expec- 
tation that reason and plain |% 
Chinese self-interest will reassert || 
itself some day. Then they will |} 
go back. 
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British Note to China on Firms 


EDEN WILL TELL MPs WHY THEY THINK OF QUITTING 


ME: ANTHONY EDEN will give 
details in the House of Com- 


-|mons today of the circumstances 


which have led more than 3 
British firms to consider with- 
drawal from China in view of 
existing conditions. 

The British Government yester- 
day sent a Note to the Chinese 
Government. through. Mr. L. 
Lamb, she Charg d’Affaires in 
Peking, explaining the situation. 
Conditions have become so diffi- 
cult, says the Note. that British 
firms feel that they cannot carrv 
on any business. 

Mr. Eden has asked that 100 
British executives. shall be given 
exit permits. In recent months 
| Rog eg by Britons to leave 

have not been granted. even 
oy a lapSe of months. Urgent 


cases, including those of people 
badly needing medical and sur- 
gical treatment, have had to 
wait. It was made clear yesterday 
that the British Government are 
not acting:as negotiators on behalf 
of the firms. who must apply for 
exit visas for their staffs. If there 
is undue delay the British Govern- 
ment will then take up the matter. 

About 90 per cent. of British 
assets in China are concentrated 
in and around Shanghai. The 
chief reason for the decision of 
the firms to cut their losses is the 
restriction on movement in and 
out of the country. 

It is felt to be impossible to 


carry on trade when business firms 
cannot send: men into China| te 
merely for the purpose of arrang- hom 


ing reliefs. Under the present 
Chinese Government trade has 
been directed away from the West 
towards Russia. Even though Bri- 
tish firms should leave. it does not 
mean that the British Government 
eel -the end of — with 
na 


The Chinese Government or in- 
dividual trading firms will’ be en- 
couraged to place orders - with 
Britain for permitted exports. 


An official of the Shel) Petro- 
leum Company said last night: 
“We are waiting to see if the 
Chinese Government are prepared 
to assist in any renewal of trade. 
If they inform us definitely that 
they do not wish us to carry on 
trading in their country. we will 
ll ee employees to return 
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BRITISH NOTE TO 


CHINA DELIVERED 


FIRMS DRIVEN OUT BY 
TRADE RESTRICTIONS | 


STATEMENT TO-DAY BY | 
MR. EDEN 


OVER £300m. ASSETS AT STAKE: 
ENVOY TO REMAIN IN PEKING) 


BY OUR DIPLOMATIC CORRESPONDENT 

Britain has sent a Note to the Peking Govern- 
ment telling it that the leading British firms in 
China are preparing to leave. The Note expresses. 
Britain’s strong disapproval of Communist actions 
which have made this course inevitable, and asks 
that no obstacles be put in the way of the firms’ 
winding up their affairs. 


It was delivered yesterday to the Ministry of 
Foreign Affairs in Peking by Mr. Lamb, Chargé 
d’Affaires. Mr. Eden will make a statement about 
the situation in the House of Commons to-day, as 
was forecast in THE DAILY TELEGRAPH yesterday. 


In London it is emphasised that the firms have 
themselyes decided to leave China, after consulta- 
tions with the British Government. The Foreign 
Office has received many reports from Mr. Lamb of 
the increasing trading difficulties being experienced 
through Communist restrictions. 


Britain does not intend to withdraw the de jure 
recognition offered to the Chinese Communist 
Government in January, 1950. In spite of the 
contempt with which the - 
British offer has been 
treated, it is considered in 
London that there are still 


advantages in keeping 
Mr. Lamb in Peking. 


It is impossible to compute} 
accurately the value of assets 
which will be abandoned. The 
amount has been suggested 
as being between £300 million 
and £700 million. 


The recent decision of the 
British-American Tobacco Co. to 
end ‘its activitfes.in China is 
believed to have involved the 
writing-off of assets of over £10 
million, Other big firms operat- 
ing in China include Butterfield 
and Swire; Jardine, Matheson 
and Co., and the Shell Co. 
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Britain does not intend to withdraw the de jure 


recognition offered to the Chinese Communist 


Government in J anuary, 1950. 


contempt with which the 
British offer has been 
treated, it is considered in 
London that there are still 
advantages in keeping 
Mr. Lamb in Peking. 


It is impossible to compute 
accurately the value of assets 
which will be abandoned. The 
amount has been suggested 
as being between £300 million 
and £700 million. 


The recent decision of the 
British-American Tobacco Co. to 
end ‘its activities in China is 
believed to have involved the 
writing-off of assets of over £10 
million. Other big firms operat- 
ing in China include Butterfield 
and Swire; Jardine, Matheson 
and Co., and the Shell Co. 


“NO ALTERNATIVE” 


Arbitrary Chinese Demands 


Mr. G. E. Mitchell, vice-chairman © 
of the China Associati ion, said in| 
London yesterday: “In so far as 
the internal tra e and industry of 
China is concerned, most of the 
British business houses have now 
reached the conclusion that they 
have no alternative but to close.” 

He said they were forced to this 
conclusion by two chief reasons. 
“ The first is that they cannot go on 
indefinitely operating at a loss. 

“They have been compelled to re-| 
mit progressively larger sums of# 
money into China.to meet extremely. 
heavy, and often arbitrary, taxation 
demands, and to continue to employ 
redundant labour which they are 
unable to discharge, although some 
of the employees have done no work 
for two. years. 


STRAIN ON STAFFS 
Managers Gaoled 


“The second reason is that mana- 
be and other British employees 
ve the greatest — ible apo reid 
and experience long detays in obtain 
ing permission to enter or leave the 
country. This is a question of major 
importance when one remembers 
that British staffs in China are 
living in conditions of intense strain. 
“Moreover. the position of local 
managers is esvecially difficult. The 
Chinese hold them personally 
responsible for all the acts of their 
companies and have already im- 
prisoned some when they were! 
unable to comply with demands.” | 
He added that most of the firms 
still remaining in China would 
shortly take steps to withdraw. 
Trading relations could, however, be 
maintained by a small association of 
merchants or a trade greup, provided 
such a mission was allowed reason- 
able freedom of movement. 


TRADING WITH,| 
NOT IN, CHINA 


‘CHANGE IN EMPHASIS’ 


From Our Own Correspondent 

HONGKONG, Monday. 
Mr. John Keswick, Director of 
Jardine, Matheson and Co., said 
here to-day that :the British 
firms’ decision to leave China is 
not a change in policy “but a 
switch in emphasis from trading 

in ‘China to trading with China 
“For some time .past,” he said. 
“the trends in. economic develop- 
ment. in China under the Chinese 
People’s Government have indicated 
to us that the long-established or 
ganisations of foreign-operated com- 
mercial firms are not suited to 
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British firms may 


abandon assets in 
Communist China 


Threatened loss of investments 
worth more than £300 million” 


By OUR DIPLOMATIC CORRESPONDENT 


"PRE decision of the British-American Tobacco Company ~ 
to write off its immense investments in China, announced 
last week, is believed in the City to foreshadow similar action 
by other British traders. 


Recent statements by the Marquess of Reading, Parlia- 
mentary Under-Secretary for Foreign Affairs, and by Mr. 
H. L. Hopkinson, Secretary for Overseas Trade, have made | 
it clear that the Government see little prospect of Britain’s © 
retaining for much longer her precarious commercial foot- | 
hold in Communist China, in the face of intensive discrimina- 
tion against British traders. 


Should they be obliged to go, Britain would have to abandon 4 t 
assets in China estimated at upwards of £300 million. Some’ 
unofficial estimates put the figure as high as £750 million— - 
£250 million more than the Anglo-Iranian Oil Company’s invest- — 7 
mee in Persia. In addition, China owed us about £60 million ; 

1949. 


The assets are in the form. of teetiihin’ shipbuilding oo? : 
wharves, warehouses, office blocks, hotels, and residential properties, ( 
built in the course of 150 years | 
of British initiative and un- 
challenged supremacy in. the 
China trade. 

Most are in Shanghal, but. there 
are also properties in Tientsin, 
Hankow, Canton, and other smaller 
cities. 

The value of the assets written off by 
the British-American Tobacco Company 
was not made public. but it is believed ; 
that they amounted to ia over | 
£10 million. 


Traders’ ordeal 


The Chinese Government’s attitude to 
the “old China hands” was made abun- 
dantly clear at the time of the Moscow 
Economic Conference last month. Soon 
afterwards, on April 18, Mr. Hopkinson 
pointed out that there were old-established 
British business firms in Hongkong:and in 
China itself only too willing to take orders 
for textiles and other consumer goods, 
and there was no need to go to: Mgscow to 
negotiate deals. . 

It was ironical that, at the moment the 
Conference was taking place, a fresh 
drive was launched in China: to squeeze 
out the British merchants still attempting 
to carry on trade there. 

On April 28, Lord Reading declared in 
an address to the China Association in 
B ped British ue aod were being 
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Before ower the Bri Shr COMmeE 
in Cliina numbered about 10,000, At the 
time of Britain’s recognition of Mao Tse- 
tung there were about 3,000 Britons in 
China. Today, there are approximately 
100 British managerial executives only, 
and some 500 British nationals of mixed 


Threatened loss of investments, 
worth more than £300 million” 


By OUR DIPLOMATIC CORRESPONDENT : 


THE decision of the British-American Tobacco Company ~ 
to write off its immense investments in China, announced — 


last week, is believed in the City to foreshadow similar action 
by other British traders. 


Recent statements by the Marquess of Reading, Parlia- * 
mentary Under-Secretary for Foreign Affairs, and by Mr. 
H. L. Hopkinson, Secretary for Overseas Trade, have made 
it clear that the Government see little prospect of Britain’s — 
retaining for much longer her precarious commercial foot- _ 
hold in Communist China, in the face of intensive discrimina- © 
tion against British traders. 


Should they be obliged to go, Britain would have to abandon © 
assets in China estimated at upwards of £300 million. Some : 
unofficial estimates put the figure as high as £750 million— | 
£250 million more than the Anglo-Iranian Oil Company’s invest- 


reg in Persia. In addition, China owed us about £60 million 
1949, | } 


The assets are in the form of factories, shipbuilding. yards, 
wharves, warehouses, office blocks, hotels, and residential properties, | 
built in the course of 150 years | 
of British initiative and un-| 
challenged‘ supremacy in the | 
China trade. | sg 

Most are in Shanghal!, but there © 
are also properties in Tientsin, 9 
Hankow, Canton, and other smaller | 
cities. ri 

The value of the assets written off by = 
the British-American Tobacco Company © 
was not made public. but it is believed & 


that they amounted to well over | 
£10 million. . ; 


Traders’ ordeal 


The Chinese Government’s attitude to | 
the “old China hands” was made abun- § 
dantly clear at the time of the Moscow § 
Economic Conference last month. Soon | 
afterwards, on April 18, Mr. Hopkinson |= 
pointed out that there were old-established | 
British business firms in Hongkong:and in | & 
China itself only too willing to take orders [>= 
for textiles and other consumer goods, 
and there was no need to go to Mgscow to | 
negotiate deals. gee q 

It was ironical that, at the moment the | 
Conference was taking place, a fresh 
drive was launched in China: to squeeze 3 
out the British merchants still attempting 
to carry on trade there. r 

On April 28, Lord Reading declared in: 
an address to the China Association in| 
London, that British firms were being 


& 


subjected to pressure and discrimination © 
to a degree which seemed to indicate® 
that they ‘were to be deliberately ousted = 
from China as & matter.of eee 

Before the war, the Britis | 
in Cliina numbered about 10,000, At the 
time of Britain’s recognition of Mao Tse- 
tung there were about 3,000 Britons in 
China. Today, there are approximately 
100 British managerial executives only, 
and some 500 British nationals of mixed 
parentage, born locally. 

British firms with the biggest invest- 
ments in China include Shell, British- 
American Tobacco Co., Butterfield and 
Swire, and Jardine, Matheson and Co. 


Diplomatic snubs 


If these firms are eventually forced to 
liquidate their China assets—which have 
become almost liabilities—they would 
presumably try to dispose ‘of their 
properties and businesses by selling them, 
or even by leasing them to Chinese 
Government amen es 3 

The abandonment ese enormous 
assets might well be followed by a review 
of Britain’s relationsiiip with the 
Chinese Government, which has been 
anomalous for the past two years, Since 
February, 1950, our representative in 
Peking (first Sir John Hutchison, and, 
from March 1951, Mr. L. H. Lamb) h 
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. The impact of our continuing accept- 
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.mon consent there is room for the former to} ; 
continue, and this might possibly cover pro-| * 
perty and services, such as river shipping and| | 
perhaps even some wharfing and warehousing| | 
facilities, which are the essential ancillaries to] 
such trade. But aun it has become clear| | 

or British owners to] 


British Businesses in China 


The difficulties of British businesses in 
China, which are the subject of a Note just 
presented to the Chinese Foreign Ministry by 
the British Chargé d’Affaires in Peking and] ; 
which prompted a statement by the China| - 
Association yesterday, are of long standing. 


Doubtless they will be aired fully in the House # 
of Commons to-day, when the text of the Note] = 


is expected to be 


made known. 


All British businesses with Chinese interests 


would draw a clear 


line of demarcation| ~ 


between trade with China on the one hand and 


business inside China on the other. By com- 


that it is impossible 


continue to o 


rate internal manufacturing 


‘ and merchandizing businesses. 


They are 


sta 
there has been no work for them to do for 
two years, and to remit sterling to pay the 
wages ; under present Chinese law the owners 
and managers are liable to imprisonment for] | 


infringing these regulations, and this has/ @ 


oboe no empty threat when put to the test. 
ritish staff have experienced long delays in 
the granting of entrance and exit—especiall 
exit—visas and naturally feel uncertain o 
their personal positions in consequence: Busi- 
nesses cannot be closed down, in view of the 


exposure to personal legal penalties. which} | 
non-payment of wages would entail. Many| % 
British mercantile financial and industrial) 
businesses are involved—though not, it would] % 
seem, the oil companies or the British-Ameri-| % 
can Tobacco Company. The oil companies| & 
had their relatively modest properties in China| 4@ 
requisitioned and .British-American Tobacco| © 
handed over their internal businesses to the} § 

Chinese Government ‘monopoly some time| = 
ago; no doubt both have since been happy| 3 


; 


enough to be out of it. 


The techniques which have been used by] # 
the Chinese Government are, of course, part of| 4 
the standard procedure laid down by the Com-| 7 


munist manuals, and events in the Eastern] | 


European countries since the war have made| § 


their practical operation quite familiar. That] | 


Ai ge to maintain their full complements of| % 
and labour, even though in some cases|.\* 
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foreign owners will be 
regarded as axiomatic. 


ueezed out must be| | 
e immediate neces-| © 


sity is to secure proper and prompt facilities] » 
. for entrance and exit of staff, 
necessity is to secure organized arrangements) @ 
whereby Gag gl gt can be taken over| @ 


and the next] ° 


or leased by Chinese organizations or the| | 


Chinese Government with Bet meget or] § 


proper contractual payments. en that is 


done, the basis of ordinary trade between this| | 


country and China can be readjusted as may § 


be necessary. — 
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rhe fall in demand similarly operated wiu 
our overseas customers with the result that, 
although our export trade increased over the 


drop after the middle of the year. 
A DrasTic BUT WISE STEP 


When in August it appeared obvious that 
the full production of the company would not 
be sold, your directors took the drastic step 
of closing the knitting department for four 
|weeks. This proved to have been a wise step 

to take. Stocks which were mounting at an 
alarming rate gradually began to go down, 
and we were able to finish the year with sub- 
stantially lower stocks than the previous year. 

That is the story of 1951. Shareholders will 
well understand the difficulties and anxieties 
the directors had to face, and the decisions— 
some of which were very unpleasant—they 
'had to make. This is the first real setback your 
company has suffered in its history, and I 
think it cauld be truly said that your directors 


» coped with the situation with courage and 
foresight. 


THE OUTLOOK 


Although I believe we have seen the worst 
of the depression, recovery may well be pain- 
fully slow. Confidence has been badly shaken, 
and it will be some time before wholesalers 
and retailers resume buying on a normal basis. 

Trade is still of a hand-to-mouth nature, 
and one cannot possibly see normal condi- 
_ tions operating before the autumn, even if 
ithen. One wages eg feature is, however, 

that prices of wool of merino quality have 
been fairly stable for some time. 
_| The prices of our products are now very 
’’| reasonable, and once confidence has been 
- restored the purchasing power of the public 

should be quite sufficient again:-to absorb our 
full production. 

Turnover for the first quarter of the cur- 
rent year shows a decline on the correspond- 
_ ing period of last year, but that is to be 
-» expected since prices of our goods are lower, 
} and most of our workers have been working 


>a three-day -week, and at this date are only | 


- working four days a week. 
_ A truer comparison of turnover would be 
~ with the corresponding period of 1950, and 
_ here I am happy to say the present figures 
~* show little change. This year will. see the 
- completion of our pro of expansion 
_ undertaken immediately after the end of the 
war. 
) NEED FOR CAUTION 


*. Our Worksop factory has just commenced 
~ to produce, and very gradually will increase 


warrants. ; 
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whole year by 15 per cent., there was a marked | 


-_ —— - — — ” 


," \c\ SOreninaiee mile 
[‘ om * 


't< 1108 f7ez, | 


. Ee one. sali 
Press Release by China Association after” ~ 
> resentation of Second Note by Her Majesty's 
Chargé d'affaires at Peking. 


The point that a number of British merchant houses still 
remain in China was made in several replies to Lord Boyd-Orr 
when the Group, which he led at the Moscow Economic Conference, 
telegraphed Chinese offers of trade with Britain. The difficulties 
which these firms are experiencing in carrying on their business 
were referred to by Lord Reading in his speech at the China 
Association Dinner on April 28th, when he said that British firms 
were being steadily and ruthlessly subjected to growing pressure 
and discrimination, which almost seemed to indicate that, as a 
matter of policy, they were to be deliberately ousted from China. 


Ze It is now announced by the Chairman of the British American 
Tobacco Co. that their associated companies in China are handing 
over their assets to a company sponsored by the Chinese Government 
and that their investment in China was written off sometime ago 
in view of its unprofitability. Other smaller British enterprises 
in China have also been compelled to liquidate. 


46 Commenting on the position, Mr. Mitchell, the Secretary of 
the China Association, states that most of the British business 
houses in China have now definitely reached the conclusion that 
they have no alternative but to close down or dispose of their 
businesses. There are two chief reasons which have forced 

them to this conclusion. The first is that they cannot continue 
indefinitely to operate at a loss in China. They have been 
compelled to remit progressively larger sums of money into China 
to meet extremely heavy, and often arbitrary, taxation demands 
and to continue to pay redundant labour whom they are unable to 
discharge, although in some cases these employees have done no 
work for two years. The firms see no prospect of the position 
ever being radically altered. The second reason is that the 
managers and other British employees of the firms have the 
greatest possible difficulty and experience prolonged delays in 
obtaining permission to enter or leave the country. This isa 
question of major importance when one remembers that the British 
staffs in China are living under conditions of intense strain. 
The firms feel that they cannot expect their staffs to work in 
China without adequate assurances that they can be replaced at 
regular intervals. Moreover, the position of the local managers 
is especially difficult because the Chinese hold them personally 
resvonsible for all the acts of their companies and have in some 
cases already imprisoned them when they were unable to comply 
with Chinese demands. 


4. Mr. Mitchell, expects that most of the firms still remaining 
will shortly take steps to withdraw. He points out however, that 
this need not necessarily put a stop to Britain's export trade 
with China nor to Britain buying what she needs from China, because 
there is no reason why a small association of merchants or a kind 
of unofficial trade mission, should not remain to negotiate any 
business which is possible, provided the Chinese allow the men 

who constitute this Mission reasonable freedom of movement. 
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FROM PEKING TO FOREIGN OFFICE 


Cypher/OTP FOREIGN OFFICE AND 
? WHITEHALL DISTRIBUTION 


Mr. Lamb ‘De 7.28 a.m. 19th May, 1952 
No 22 | Re 38.40 aem 19th May, 1952 
19th May, 1952 


UMEDIATS Fe nos //s as | 
CONFIDENTIAL sn agra On 
Addressed to Foreign Office telegram No. 422 of May 19th, 
Repeated for information to: ; 
| Hong Kong 
Singapore 
and Saving to: Tokyo 
: Washington 


shangh 
Pee i 


Your telegram Ne. 1365" British business in China, 


Note has been delivered to the Ministry ef Foreign Affairs 
today, May 19th. | 


2.. I see ne objection, in principle, te my communicating 
to the Ministry ef Fereign Affairs, at some later stage, the 
suggestion for negetiations in Peking. ‘The apprepriate moment 
fer doing se might be when, as is inevitable, British firms 

are faced with identical ebstacles and cannet make any pregress. 


3. An alternative methed ef seeking the Chinese 
Gevernment'’s agreement te prepesals fer such discussien ef 
details with better prespect ef success might. be fer the 
British firms themselves te appreach either the Heng Keng 
_representative.ef the Chinese Gevernment Purchasing Agency 
(taking advantage-.ef the appreach by the latter referred te in 


.. Hong Keng telegrem-Ne, 1.05-te-the Celonial. Office) er the 


China Comittee fer the Prenetien ef. Internat ienal Trade, whese . 
establishment in Peking was reported im my “telegtaa Ne. 418. 

4. Though it weuld new appesr that "anti" compaigns may 
be appreaching. the finality stage,.I still-censider that there 
..weuld be ne useful. purpese in delaying actien indefinitely. 

On the. ey: new that se many senna: have been: let-inte the 


— faecret... 


CONFIDENTIAL 
te Fereign Office 
SS a ce on 
secret there weuld be the risk ef premature disclesure if we 
did net take the first step seen. 

Fereign Office please pass te Heng Keng as my Prierity 
telegram Ne. 125 and te Tekye and Washingten as my Saving 
telegrams. Nes, 29 and 59 respectively. 

[repeated Saving te Tekye and Washingten and cepy sent te the 
Celonial Office fer repetitien te Heng Keng] 


ADVANCE COPIES 
Mr. Scett 
Head ef China and Kerea Department 
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* PATONS & BALDWINS LIMITED 


TELEPHONE DARLINGTON 23504 (6 LINES) TELEGRAMS - BEFAHIVE - DARLINGTON 


DARLINGTON - COUNTY DURHAM - ENGLAND 
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Jeoekenyon 
Director 
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PATONS & BALDWINS LIMITEE 
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Top Secret. 23d May, 1952. 


Secret. 


Confidential. 


Restricted. 


ae for your letter of 16th May 


esking ee should not mention Patons 


and Baldwins, Limited, in any representations 


he may make about the firins closing. 
Ce Leya at is she3, 
{ There is at—present no intention A 


nty Durham, of mentioning firms’ names individually, but 

I am writing to Lamb to let him know that 

you have specifically asked for Patons and 
Baldwins Limited not to be mentioned geese 
CeH. Johnston : a eel Si +6 ; vip OS P | and 


Mr. 


MARGIN. 
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Wt 48969-208 200m. 4/50. G.S.St. 


26000) 


J.&. Kenyon, Esq. 
Patons @ Baldwins Limited, 


oreo ple i 


FOREIGN OFFICE, S.W.l. 


23rd May, 1952. 
\ 

Thank you for letter of 16th May 
asking that Mr. L should not mention 4 
Patons and Baldwins Limited in any 7 
representations he may make annat the. firms 4 
closing. 


I confirm that there is n x 
at this stage of mentioning fires’ 
individually, but I am writing % 
to let him know that jan eifisally 
asked for Patons and awins Limited not 
to be mentioned te the Chinese at ‘this 
present juncture as to elose, and 
that we have given you this ageurance. 


\ 


Bamke s 
ir. Lamb 


(C.H. Johnston) : 


DARLINGTON. 


Registry 
No. FC 1105/186 


FOREIGN OFFICE, S.W.1. 


Top Secret. 


Secret. Je mK May, 1952. 


Confidential. K . 
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Restricted. 


Open. 21/5 Because Patons and Baldwins Limited 


Draft. already feel that they are in the process of 
0 negotiating with the Chinese, (Foreign 
\ Bn 
? : Offices telegrams Nod. 4 > b ape of /6 oe ; 
BSde, Y BAT Mie iy Se Snel | rh; fbn bg fp hearay frinf 
:B.E. May to You), they have specifically aske d/tha t 


Briti6h smbassy f tig prabgunctwry 
their name should not be mentioned in aay 
. . x Chae 


from 


Hite a 
Mr. C.H. Johnston f/f There is, of course, no a at present 


of the firms being nouubeesa by you, but if a 


MARGIN. 


further communication was later made ByY-¥er 


as suggested in your telegram No. 422 


IN THIS 


of May 19th, paragraph 2, it is possible that 
Sore 
the individual names of /firms might be 


mentioned, For—this 
Patons and Baldwins have_specifically 
asked us to deoso, I thought it worth while to 


tet“you know their views, x Z« Pier] 
Cuhing hou baits dr MH. Velomf_. 
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FC 1105/186 FOREIGN OFFICE, 8.W.1. 


CONE. - 23rd May, 1952. 


Because Patons and Baldwins Limited 
already feel that they are in the process 
of negotiating with the Chinese, (Foreign 
Office telegram No. 436 of 16th May to you), 
and that there is some small possibility 
of their line of approach bearing fruit, 
they have specifically asked us that their 
nene should not be mentioned at this present 
juncture by you to the Chinese as wishing to 
close. 
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We have given them the required assurance. 
There is, of course, no qiestion at present 
of the firms being named by you, but if a 
further communication was later made as 
suggested in your telegram No. 422 of 19th May, 
paragraph 2, it is possible that the individual 
names of some firms might be mentioned. We 

) are therefore sending you this for the record. 


(O.H. teteten) 


L.H. Lamb, EsQe » C.M.G., O.B.E., 
| Peking. 
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4 INWARD TELEGRAM 


TO THE SECRETARY OF STATE FOR THE COLONIES 


FROM HONG KONG, (Sir A. Grantham) 


Simplex D,. 19th May, 1952. 
| R. i9th * 14,45 hrs. 


Cos ie 
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Addressed to Secretary of State. 

Repeated to Peking No.55, 
and Saving to Washington, Tokyo and 
Commissioner General Singapore. 
Serer of State please pass to Peking.) 


\ aie 


Ko llosTikad 
Foreign Office telegram to —* No.436, | 


British Business Firms in China. 


om Hong Kong Representatives are much concerned by 
misleading press reports which have already appeared in 
Sunday Times of 18th May and London Express Service of 19th 
May. They, therefore, ask whether statement to be made in 
the House of Commons tomorrow could not (repeat not), in 
these circumstances, follow fairly closely the lines of the 
note to be delivered by H.M. Charge D'Affaires, qn 
pavticular the first 5 paragraphs, so as to avoid as far as 
pos ‘sible misconceptions in the mind of the C.P.& which 
might prejudice their whole attitude toward firms’ 
withdrawal. Representatives ask in particular, that 
summary of firms’ difficulties should not stress Point (111) 
of the note of 12th April as regards breach of contracts, 
firstiy because they feel there is insufficient evidence on 
this point and secondly, because of apparent Chinese 
reaction reported in my telegram No,.405, 


Zo I feel bound to bring these views to your notice 


Sinee they seem to me to be well founded in view of press 
statements in question. 


(Copies to Foreign Office for repetition to Peking.) 
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Foreicn Office - M¥e JK. DPinkali 
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INWARD TELEGRAM 
TO THE SECRETARY OF STATE FOR THE COLONIES 


FROM HONG KONG (Sir A. Grantham) 


D. 20th May, 1952. 
R. 20th * " 441.45 hrs. 


——— 


Addressed to & of &. 
Repeated to Peking No.58 (S. of & please 
. pass) and 
saving to Commissioner General in 
South East Asia and 


Tokyo. a 
o<| ist 
My telegram No.Wih<e Ec 5 
Withdrawal of British Business Firms from China, 


Press reports of 18th May from London contain the 
unfortunate statement that “it is recognised that withdrawal 
will leave Hong Kong isolated, but no decisions affecting 
the Colony will be taken for the present* 


Ze It is already evident that this is causing 
considerable apprehension and speculation here and I should 
be glad if an early opportunity could be taken for | an 
authori®ive corrective statement to be made, 


(Copies sent to Foreign otties Ser repetition to 
om = Peking 
Gopies sent to:— 


Bank of England Mr. R. E. Heasman 
‘Treasury Mr. A. K. Ogilvy-Webdb 
Foreign Office Mr. J. K. Drinkall 
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BRITISH EMBASSY, 


CONFIDENTIAL 


BRUSSELS. 
1026/8/52. 


l/7th May, 1952. 


Dear Department, ; 
Clioxf 33 
We were asked, in Foreign Office telegram No. 1330 Saving | 
to Paris, to inform the Belgian Government in confidence that 
most British firms in China would shortly be closing and of 
the views of Her Majesty's Government on this question. 


2e When we brought this to the attention of M Carlier | 

of the Belgian Ministry of Foreign Affairs, tle latter gave us 
some information concerning Belgian interests in China which 
we feel may be of interest to youe He said that there were 
still a number of Belgian firms with representatives in China. 
The most important were the Banque Belge and the Ateliers 
de Construction Electrique de Charleroi. He thought that the 
Belgian interests concerned intended to hang on as long as 
possible although they were not doing any business at present. 
In addition, there were still about one hundred Belgian Catholic 
missionaries in China, most of whom were in the North. (We 
attach a short note giving some further details which Carlier 
has subsequently sent us about the distribution of Belgian 

. business and banking representatives in China. Carlier does 
not claim that this information is completely comprehensive ). 


4. You may also be interested to know that Carlier said 
that the Chinese Nationalist Government had been pressing the 
Belgians hard over the past months to appoint a Chargé d'Affaires 
at Taipeh. The Belgians had sidestepped the issue and would 
continue to do so. Carlier said that any such Chargé da'Affaires 
would be appointed "over his dead body". He said that the 
Ministry in general shared his view. Carlier added that there 
was, as far as he knew, only one Belgian citizen in Formosa. 

The latter was the honorary Belgian Consul who was a business 
mane 


4. We are sending a copy of this letter to the Chancery 
at Peking. 


Yours ever, 


CHANGERY. 


China and Korea Department, 
FOREIGN OFFICE. 


— 


| nee 


21 MAY 1959 


| 23/6/62 


‘4 


Shanghai 


Tientsin 


1 junior at the Bangue 
Belge. 


2 at the Banque 


2 at the Ateliers de 
Construction Electrique 
de Charleroi. 


1 or 2 at the Crédit 
Foncier. 


olus a few pensionnaires 
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BRITISH IN CHINA. 


I submit a revised draft for the statement which 
the (MinisterJjof State is going to make in the House of 
Commons tomorrow. It incorporates the comments of 
the Treasury, Board of Trade and Colonial Office. 

It also includes an amplified reference to the 
proposed trade organisation in China, in order to 

make the most of the positive side of what is proposed 
and thus to meet the comment of the Secretary of State 
on the earlier draft. 


a Mr. Lamb has reported that he presented the Note 
on the subject today. 


3. Copies have been sent to Sir Roger Makins, 
Lord Reading, Mr. Nutting, Sir William Strang and the 
Commonwealth Relations Office, 


(At: Sains Bz : 


(C.H. Johnston) 
L9th May, 1952-6 


Mr. Rete Scott. 
fee Ay [Hinister ot State. 
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DRAFT STATEMENT TO BE MADE IN HOUSE OF COMMONS 


ON TUESDAY, 20TH MAY. pets aa 


Hon. members will be aware that British firms in China 
have for a long time and for reasons beyond their control 
been facing increasing difficulties so far as trade and 
industry inside China are concerned. These difficulties 
are partly due to the increasing extent to which many of 
the functions formerly handled in China by private merchants 
and industrialists are being taken over by organisations 
operating on a State basis. There are, however, other 
difficulties, for example the increasing restrictions on 
the entry and exit of foreign staffs, arbitrary taxation 


demands and compulsion to pay redundant labour. 


ie 


For these reasons most of the British companies have 
reluctantly come to the conclusion that they can no longer 
operate satisfactorily inside China, and that the time has 
come to arrange for the disposal of their businesses. 

Many have already decided to apply for closure, custody, 
transfer, or lease of their various concerns, as may be 
appropriate in each case. There are likely to be many 
problems involved and, at the request of the firms themselves, 
Her Majesty's Government have presented a note to the Central 
People's Government of China requesting that all the 
necessary facilities be made available to ensure that these 
problems are dealt with expeditiously. 

The firms themselves remain convinced of the need and 
desirability for British trade with China to be continued, 
and the suggestion has been conveyed to the Central People's 
Government that the requirements of this trade under the 
changed conditions in China might perhaps be met by setting 


up a new form of organisation to meet current conditions in 


China. The firms feel that this could take the form of an 


/association 


association of representatives of manufacturers and overseas 
buyers, who would maintain direct contact with the appropriate 
Chinese authorities. This body could, in fact, act as a 
permanent trade organisation. 

I should like to take this opportunity to pay tribute 
to the skill, tenacity and courage of the British Community 
in the Far East. In the course of their long and honourable 
connexion with China they have contributed greatly to the 


prosperity of both countries, and much of the traditional 


goodwill and mutual understanding which has existed between 
15 aa ae 


our two countries ‘ea also be attributed)to them. In the 


existing circumstances, however - facing increasingly heavy 
losses, and, in many cases, unable to replace their foreign 
staffs in China who, as may be imagined, have been working 
under conditions of great strain and anxiety - it is difficult 


to see how the firms concerned could have made any other 


decision. 


Notes for Supplementaries. 


Question. 


Is it the intention to withdraw shipping from the China 
trade? 


Answer. 
I have already stated that it is still hoped that it will 
be found possible to continue trade between this country and 


China, and, in saying that, I include shipping. 


Question. 


Does not the recent Moscow Conference show that the 
Chinese wish to trade with us, and is not closure of British 
firms a retrograde step? 

Answer. 

I hope that British trade with China will continue, and 
it is with that object in view that the setting up of a new 


/ organisation 


organisation, better suited to existing conditions, is 
suggested. As to the Moscow Conference, we at once 
conveyed to the Central People's Government our interest 


in the proposals for increased trade and asked for further 


information, but although over a month has elapsed, we 


have had no reply. 
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. ON TUESDAY, 20th MAY, 
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( ete -HeMDEPS {will be aware that British firms in China 
Core Tine par 

have for reasons beyond their control been facing increasing 
difficulties so far as trade and industry inside China are 
concerned. These difficulties are partly due to the increasing 
extent to which many of the functions formerly handled in China 
by private merchants and industrialists are being taken over by 
organisations operating on a State basis. There are, however, 
other difficulties, for example the increasing restrictions on 
the entry and exit of foreign staffs, arbitrary taxation demands 
and compulsion to retain and pay redundant labour. In these 


Ow 
circumstances many firms have been operating at a loss for gom¢ 


For these reasons most of the British companies have 
reluctantly come to the conclusion that they can no lateek 
operate satisfactorily inside China, and that the time has 
come to arrange for the disposal of their businesses. Many 
have already decided to apply for closure, custody, transfer, 
or lease of their various interests, as may be appropriate in 
each case. There are likely to be many problems involved and, 


at the request of the China Association, acting on behalf of 


Cana) 
the firms thomsetves, Her Majesty's Government have presented 


a note to the Central People's Government of China requesting 
that all the necessary facilities be made available to ensure 
that these problems are dealt with expeditiously. 
_——F~ tne firms themselves remain convinced of the need and 
desirability for British trade with China to be continued, « 
ross. Vg suggestion has been conveyed to the Central People's 


Government that the requirements of this trade under the 


/changed 


changed conditions in China might perhaps be met by setting 

up a new form of organisation. The firms feel that this could 
take the form of an association of representatives of 
manufacturers and overseas buyers, Who would maintain direct 
contact with the appropriate Chinese authorities. This body 
could, in fact, act as a permanent trade organisation, 

1 (should like to/take this opportunity to pay tribute 
to the skill, tenacity and courage of the British Community 
in the Far East. In the course of their long and honourable 
connexion with China they have contributed greatly to the 
prosperity of both countries, and much of the traditional 
goodwill and ee eee has existed between 
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replace their foreign staffs in China who, as may be imagined, 
have been working under conditions of great strain and anxiety. 


In these circumstances it is difficult to see how the firms 


could have made any other decision. $4-M-Cr- fr te.cin 
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Notes for Supplementaries. 


le Question. 


Is this not a second Abadan? 

Answer. 

No, Sir. The circumstances are entirely different. 
The major British concerns in China had no contractual 
relationship with the Chinese Government corresponding to 

Concerin. G 
thet between the Anglo-Iranian Oil Company and the Persian 
Government. Moreover, the Anglo-Iranian Oil Company Was 
inom 

a@ prosperous concern while moot of the firms in China had 


been operating at a loss for some time, 


Ze Question. 


Does not this situation show that the Chinese have no 
serious intention of trading with us at all? 

Answer. 

The economic policy of the Central People's Government 
is following orthodox Communist lines. This involves the 
extermination of the merchant class. It wes not, however, 


D2 Ceprenry/ mean Be mura $ 
trade between China and other 


countries. 


50 Question. 


A 
poes ‘the recent Moscow Conference nese show that the 


Chinese wish to trade with us, and is not closure of British 


firms a retrograde step? 

Answer. 

I hope that British trade with China will continue, and 
it is with that object in view that the setting up of a new 
organisation, better suited to existing conditions, is 
suggested. As to the Moscow Conference, we at once conveyed 
to the Central People's Government our interest in the proposals 
for [increased] trade and asked for further information, but 


although over a month has elapsed, we have had no reply. 


/4. Question, 


4e Question. 
Is it the intention to withdraw shipping from the China 
trade? 


Answer. 
I have already stated that it is still hoped that it 
will be found possible to continue trade between this country 


and China, and, in saying that, I include shippingrmrvice .- 
5 Question. 


What is the nature of the British interests concerned? 


Answer. 


They include industrial, mercantile, banking, and 
brvfuhnn rv 


harbour and wharfage concerns. 


How long have these difficulties been continuing? 

Answer. 

Since the capture of Tientsin and Shanghai by the 
Communists in January and May, 199, respectively, te hen/ 
howe Hem graetlla/ a gerenMr! Darah O pro Pe ban 


What is the China Association? 
Answer. 
The China Association consists of representatives of all 


the major British interests connected with the China trade. 
8. Question. 


What is the reason for the premature leakage of this 
news in the press? 

Answer. 

Advance notice of the firms' decision was given by the 


China Association, in confidence, to the diplomatic correspondents 


of certain newspapers. The premature publication of the news 


in one of these newspapers Z"The Sunday Times"7 was due to a 


misunderstanding arising out of this arrangement. 


/9-e Question, 


9. Question. 


Have Commonwealth and foreign Governments been kept 
informed? 

Answer. 

Yes, Sir. 
10. Question. 


Will Her Majesty's Government now consider withdrawing 
recognition from the Central People's Government, or withdrawing 
H.M. Chargé d'Affaires from Peking? 

Answer. 
Recognition does not necessarily imply approval of a 


régime or of its economic policy. Difficulties of this 


sort make it/al1 the more] necessary for Her Majesty's 


Government to have a representative on the spot. 


ll. Question. 


What are the hardships which the representatives of 
British firms concerned have been suffering? 

Answer. 

There is the Chinese custom of holding the local manager 
of a firm personally responsible for the past policy of his 
firm. There has also been the difficulty in securing exit 
permits for staff in China, or entry permits for their 
replacements. 


12. Question. 


Will this make any difference to the position of 
Hong Kong? 
Answer. 
No, Sir. 
13- Question. 
Will Her Majesty's Government publish the text of the 
two notes to the Chinese Government? 
1 Answer. 
I would prefer not to do this until the Chinese Government 
have had an opportunity to reply to the notes, 


K 7 
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16. Question. 


Can the Right Honourable Gentleman give any example 
of the sums which British firms have had to pay out while 
they have been operating at a loss? 

Answer. 

During 1951 one firm had to remit to China a net 
total of more than £100,000, and to pay nearly £209,000 in 


taxation on properties in China. The House will, I am 


sure, understand that it would be undesirable to quote 


the names of firms in this connexion. 


gt 


Ma. Nottrine. 


Notes f 


1. Questions 
Is this not a second Abadan? 


Angwer. 
No, Sir. The circumstances are entirely different. 


The major British concerns in China had no contractual 
relationship with the Chinese Government corresponding to 
the Concession Agreement between the Anglo-Iranian 011 


Moreover, the 


Company and the Persian Government, 


Anglo-Iranian 011 Company was a prosperous concern while 
many of the firms in China had been operating at a loss for 
some time. 
20 ues 

Does not this situation show that the Chinese have no 
serious intention of trading with us at all? 

Answer. 

The economic policy of the Centfal People's Goverment 
is fojlowing orthodox Conwaunist lines. . This involves the 
extermination of the merchant class. It does not necessarily 
mean the end of trade between China and other countries. 


4e ue *) 


Does not the recent Moscow Conference show that the 
Chinese wish to trade with us, and ig not closure of British 
firme a retrograde step? 
Answer. 
I hope that British trade with China will continue, and 
it is with that object in view that the setting up of a new 


organisation, better suited to existing conditions, is 
suggested. As to the Moscow Conference, we at onee conveyed 
to the Central People's Government out interest in the 
proposals for trade and asked for further information, but 
elthough over a month has elapsed, we hed had no reply. 


7/4. Question, 


4. questions 

Is it the intention to withdra® shipping from the 
China trade? 

Angwer. 

I have already stated that it is still hoped that it 


will be found possible to continue trade between this country 
and China, and, in saying that, I include shipping services. 
5. uestio 

What is the nature of the British interests concerned? 

Answer. 

They include industrial, mercantile, banking and 
warehousing and wharfage concerns. 

6. Question. 

How long have these difficulties been continuing? 

Answer. 

Since the capture of Tientsin and Shanghai by the 
Communists in January and May, 1949 respectively. They have 
been greatly aggravated in the last six months. 
7+ Question. 

What is the China Association? 

Answers 

The China Association consists of representatives of all 
the major British interests connected with the China trade. 
8. Question. 

What is the reason for the premature leakage of this 


news in the press? 

Angwer. 

Advance notice of the firms’ decision was given by the 
China Association, in confidence, to the diplomatic 


correspondents of certain newspapers. The premature publicati 


of the news in one of these newspapers /The Sunday Times/ was 
to a misunderstanding arising out of this arrangement. 
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he questions 

Is it the intention to withdra® shipping from the 
China trade? 

Apgwers 

I have already stated that it is still hoped that it 
will be found possible to continue trade between thie country 
and China, and, in saying that, I inelude shipping services. 
5. Question, 

What is the nature of the British interests concerned? 

Answer: 

They include industrial, mercantile, banking and 
warehousing and wharfage concerns. 

6. Question. 

How long have these difficulties been continuing? 

Answer: 

Since the capture of Tientesin and Shanghai by the 
Communists in January and May, 1949 respectively. They have 
been greatly aggravated in the last six monthsa. 
7+ Questions 

What is the China Association? 


ADSWer. 
The China Association consists of representatives of all 


the major British interests connected with the China trade. 
8. question, 

What is the reason for the premature leakage of thie 
news in the press? 


ABSWOF: 

Advance notice of the firms’ decision was given by the 
China Association, in confidence, to the diplomatic 
correspondents of certain newspapers. The premature publicatia 
of the news in one of these newspapere /The Sunday Times/ was ay 
to a misunderstanding arising out of this arrangement. 


/9. gugation. 


9. gueshions 
Heve Counonwealth and foreign Goverments been kept 
informed? 


LBBWORs 
Yes, sir. 


10. guentions 
Will Her Majesty’s Government now comeider +({ thdrawing 


recognition from the Central People’s Government, or ~{ tharawing 
He. Chargé a4’affaires from reking? 
SBSUSEs. 
Recognition does not nescesseriiy imply approval of a 
régime or of its cconomic poliey. Diffieulties of this 
sort make it -et3-she-mere necessary for Her Majesty‘ s 
Government to have a representative on the spot. 
ll. Question. 
What are the hardships whieh the representatives of 
British firme concerned have been suffering? 
SBSNORs 
There ig the Chinese custom of holding the local manager 
of a firm personally responsible for the past poliey of his 
fizm. There hes also been the difficulty in securing exit 
permite for eteff in China, or entry permite for their 
replecementea. 
12, guenbioms 
Will this make any difference to the positicen of 
Hong Kong? 
ABSYSRs: 
‘Bog Sir. 
13. guestions 
Will Her Majesty‘s Government publish the text of the 
two notes to the Chinese Government? 
'  Anawers 
I would prefer not to do thie until the Chinese Government 
have hed an opportunity to reply te the notes. "| 


uestion. 

What is meant by “compulsion to pay redundent labour"? 

Answer. 

The firms are not allowed by Chinese law to pay off 
their surplus staff. The firms primarily concerned are those 
operating factories and harbour and wharfage concerns. The 
factories have been unable to secure raw materials; the 
wharfage coneerns are idle due to the stagnation of the once 
great port of Shanghai. In neither case are the firms 
responsible but they have been compelled to continue paying 
staff who in many cases have been idle for over two years. 
15- Question, 

The value of British assets in China has been variously 
reported as between £300 and £750 million. What is the 


correct figure? 


Answer. 


I consider these figures to be greatly exaggerated. 


It is of course impossible to give precise figures but ay 


estimate of the total value is between £200 and £250 million. 
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EXTRACT FROM 
HOUSE OF COMMONS DEBATES 
20 MAY 1952 


AY 1952 


BRITISH FIRMS, CHINA 
(BRITISH NOTE) 


The Secretary of State for Foreign 
Affairs (Mr. Anthony Eden): With your 


Peary ps Mr. Speaker, and that of the 
House, I should like to make a statement. 


. The House will be aware that British 
firms in China have, for reasons beyond 
their control, been facing for some time 
past increasing difficulties so far as trade 
and industry inside China are concerned. 
These difficulties are partly due to the 
increasing extent to which many of the 
functions formerly handled in China by 
private merchants and industrialists are 
being taken over by _ organisations 
operating on a State basis. 


- There are, however, other difficulties ; 


for example, the increasing restrictions on 
the entry and exit of foreign staffs, 
arbitrary taxation demands and com- 
pulsion to retain and pay redundant 


labour. In these circumstances, many 
firms have been operating at a loss for 
a considerable period. | 


' For these reasons, most of the British 
companies have reluctantly come to the 
conclusion that they can no longer operate 
Satisfactorily inside China, and that the 
time has come to arrange for the disposal 
of their businesses. Many have already 
decided to apply for closure, custody, 
transfer, or lease of their various interests, 
as may be appropriate in each case. 


There are likely to be many problems 
involved and, at the request of the China 


/ | Association, acting on behalf of the firms 

7 | Concerned, Her Majesty’s Government 

@y | have presented a Note to the Central 

* | People’s Government of China requesting 

© | that all the necessary facilities be made 

ed available to ensure that these problems 
are dealt with expeditiously. 


Both Her Majesty’s Government and 


a | the firms themselves remain convinced of 
> the need and desirability for British trade 


7 we 
a 


» with China to be continued. The sug- 


gestion has been conveyed to. the Central 
20G1 
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People’s Government that the require- 
ments of this trade under the changed 
conditions in China might perhaps be met 
by setting up a new form of organisation. 


The firms feel that this could take the 
form of an association of representatives 
of' manufacturers and overseas buyers, 
who would maintain direct contact with 
the appropriate Chinese authorities. This 
body could, in fact, act as a permanent 
trade organisation. : 


I should like to take this opportunity 
to pay tribute to the skill, tenacity and 
courage of the British Community in the 
Far East. During the course of their 
long and honourable connection with 
China they have contributed greatly to the 
prosperity of both countries, and much 
of the traditional goodwill and mutual 
understanding which has existed between 
our two countries is also due to them. 


The firms concerned have recently had 
to face increasingly heavy losses, as I 
have explained, and have been, in many 
cases, unable to replace their foreign staffs 
in China, who, as may be imagined, have 
been working under conditions of acute 
Strain and anxiety. In these circumstnces, 
it is difficult to see how the firms could 
have made any other decision. 


Her Majesty’s Government for their 
part fully realise the gravity of this step, 
but they feel that, having regard to the 
factors which I have outlined, they can 
only endorse the decision which the firms 


have taken. 


Mr. H. Morrison: I am sure that all 
of us in the House will have heard the 
statement of the Foreign Secretary with 
very deep regret, but I am bound to say, 
from my own experience at the Foreign 
Office, and, not only that, but also from 
private conversations with British busi- 
nessmen who have done business with 
China and who were anxious to continue 
it, that in all the circumstances I do not 
see for the timé being what other conclu- 
sions could have been reached by them 
or the Government, but it is bad for East- 
West trade. It is really not our fault, 
and we are very sorry about it. 


I do not know whether the right hon. 
Gentleman will give an assurance—l 
think ‘he will—that the Government will 
keep a watch on the matter to see 
whether any new opportunities should 
occur, and also that the possibilities of 
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[Mr. Morrison] =e 
trade through Hong Kong will be main- 
tained. Further, can he give any indica- 
tion whether, as a result of what was 
known at the Economic Conference 
recently held in Moscow, any new pos- 
sibilities of trade between us and China 
as well as the Soviet Union may arise? 


Mr. Eden: I am obliged to the right 
hon. Gentleman. As regards the first 
question, this new. organisation which the 
firms contemplate setting up is, we think, 
in all the circumstances, the best way of 
keeping the situation open so as to make 
use of any opportunities that may arise. 
Hong Kong will in no way be affected 
by the statement I have made, which, of 
course, concerns only British firms 
operating inside China. 


As regards the results of the Moscow 
Economic Conference, we did imme- 
diately take up with the Chinese Govern- 
ment what we understood were to be the 
proposals of that conference. and we 
Offered any facilities in our power to 


bring them to a result, but we have had 
no answer. 


Mr. Bellenger: Has the right hon. 
Gentleman any idea of the value of the 
immovable assets in China belonging to 
British sources, and can he say what is 


going to happen to them under this new 
arrangement? 


Mr. Eden: As I am sure the right hon. 
Gentleman realises, it is extremely diffi- 
cult to give a correct estimate in the 
changed conditions which have taken 
place, but I think that an objective 
estimate will probably. be something be- 
tween £200 million and £250 million. 
Various negotiations have been proceed- 
ing on a private basis, and not the same 
kind of negotiations being conducted by 
each company, because the circumstances 
vary so largely. We only want to do all 
we can to help each company to retain 
its assets, but I fear that the right hon. 
Gentleman is quite correct, and that, 
whatever the result, the loss to British 
firms will be very serious. 


Mr. J. Amery: Can my right hon. 
Friend say whether it is only a question 
of suspending the operations of British 
firms, or whether we are proposing to 
renounce ownership of the properties 
concerned? 
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Mr. Eden: It is more than suspending 
operations, J.am afraid. The House will 
understand that some firms have been 
suffering very heavy losses, and I have 
a note of one which, in the last year 
alone, had to pay £100,000 in addition 
to £20,000 in taxation, and which was 
unable to get a single penny out of China. 
Clearly, British firms cannot continue on 
that basis, and the purpose of our Note 
is to see whether negotiations can be con- 
cluded to enable some of these firms 
to come to an arrangement which is not 
too unsatisfactory for them. 


Mr. Ellis Smith : Am I correct in under- 
Standing that it is the desire of the Gov- 
ernment to maintain the good will of the 


Chinese people and, if so, is any liaison | 


Officer or representative of the Govern- 
ment to sit on this new trading organisa- 
tion? Is the right hon. Gentleman aware 
that those of us who have been engaged 
on millions of pounds worth of contracts 
for China and live in a country to which 
this means so much are desirous that the 
very best possible relationship with China 
should be resumed as soon as possible? . 


Mr. Eden: Of course we are desirous 
of that trading relationship, but I think 
the hon. Member will agree it is pretty 
heavy work for our own people when we 
have done all we can, for instance, to take 
up the offers of the so-called Moscow 
Economic Conference and we do not even 
receive an answer. Trade is a two-way 
traffic and, if people do not answer one’s 
communications, one cannot get very far. 


Sir H. Williams: Does my right hon. 
Friend not think it was a fundamental 
mistake that, as a result of pressure from 
the party opposite, we abandoned our 
rights in the Treaty ports some 10 years 
ago’ 


Mr. Eden: That is a matter which 
could be discussed, but this situation is 
a development with which the House is 
familiar in virtually all countries where 
Communist controlled Governments 
operate. 


Mr. Robens: Could the right hon, 
Gentleman use his influence with the Con- 
servative Central Office to prevent this 
being described as a “ scuttle from China,” 
as was the case with Abadan? 


Mr. Eden : I should have thought that 
the right hon. Gentleman would be aware 
of the difference. Among other things, of 
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course, these British firms had no treaty 
rights like the Anglo-Iranian Oil Com- 
pany had in Persia. 


Mr. Profumo: Would my right hon. 
Friend say a little more about the restric- 
tions to which these firms have been sub- 
jected? Could he explain to us the phrase 
he used, “compulsion to retain and pay 
redundant labour "9 


Mr. Eden: Many of these firms, of 
course, Operate their own factories in 
China, and when they cannot obtain raw 
materials they cannot employ labour ; yet 
they are compelled to continue to meet 
the whole wages bill as if they were still 
obtaining the raw materials to keep their 
factories going. That is only one of many 
examples to show that there was no 
alternative to an event which I regard as 
a tragedy for both China and Britain. 


Mr. Harold Davies: Is the right hon. 
Gentleman aware that on both sides of 
the House all of us who have been able 
to listen to his report felt that quite a 
moderate tone was employed in this reply 
to the Chinese situation? In view of 


that, will he do his utmost to encourage 


the Chinese to establish here in London 
a trading organisation? Is the right hon. 
Gentleman aware that Mr. Nan Han-chen, 
to whom a number of us spoke at the 
Moscow Conference, and the head of the 
People’s Bank of China are very desirous 
of establishing the maximum amount of 
trade with the British people if we can 
discover a formula to work in with the 
new situation in China? 


Mr. Eden: I have already assured the 
House that we want trade with China, 
subject, of course, only to the limitations 


to which we have all agreed in respect 
of strategic materials in view of the 
situation in Korea. The hon. Member 
must understand that I do not think we 
are to blame for this. We have our 
representative in China, but the Chinese 
have no representative here, and when 
our representative in China tries to follow 
up the alleged agreements of the Moscow 
Conference he simply does not receive 
an answer to his communication. That 
is not our fault. The blame lies squarely 
on the shoulders of the Communist 
administration in China. 


Sir I. Fraser: Ought we not to try to 
learn a lesson from the past for the future 
and avoid this kind of thing happening 
in other parts of the world, following 
upon India,. Burma and Abadan, so that 
what remains of British trade throughout 
the world may not be further prejudiced? 


Mr. Shinwell: Do I understand the right} 
hon. Gentleman to indicate that if this’ 
proposed trading corporation in China 
required Governmental assistance, finan- 
cial or otherwise, it would be made avail- | 
able, because there is always the pos-| 
sibility of a compromise being reached 
between ourselves and the Chinese Gov- 
ernment at a later stage and we ought 
to keep the field open? 


Mr. Eden : The corporation is being set | 
up at the suggestion of the firms them- 
selves. We thought it the best way in 
which the situation can be handled, and | 
we have told them that we would give 
them any assistance in our power. But I 
must repeat that we are being completely 
obstructed in any attempt to open this 
trade at the present time. The House 
ought to understand that. 
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STATEMENT ON BRITISH BUSINESS INTERESTS IN CHINA 
By the Foreign Secretary: 20th May, 1952 


With your permission, Mr. Speaker, and that of the 


House, I should like to mke a statement. 

aad House will be aware that British firms in China have 
for reasons beyond their control wail Gear 2p 
increasing difficulties so far as trade and 
industry inside China are concerned. 

These difficulties are partly due to the increasing 
extent to which many of the functions formerly 
handled in China by private merchants and 

industrialists are being taken over by 
organisations operating on a State basis. 


There are, however, other difficulties, for example 


the increasing restrictions on the entry and exit 


of foreign staffs, arbitrary taxation demands 
and compuksion to retain and pay redundant labour. 


n these circumstances many ao ay Bere 2° been io 
operating at a loss for peau mee § 


For/ 


ae 


For these reasons most of the British companies 
2 have reluctantly come to the conclusion that 
they can no longer operate satisfactorily 
inside China, and that the time has come 
to arrange for the disposal of their businesses. 
Many have already decided to apply for closure, custody, 
transfer, or lease of their various interests, as 


: may be appropriate in each case. 


There are likely to be many problems involved and, 


at the request of the China Association, acting 
on behalf of’ the fi as lilies. Her Majesty's 
Government have presented a Note to the Central 
People's Government of China requesting that all 
the necessary facilities be made available to 
ensure that these problems are dealt with 
expeditiously. 

Both Her Majesty's Government and the fims themselves 

| | ; remain/ 


remain convinced of the need amd desirability 


for British trade with China to be continued. 


The suggestion has been conveyed to the Central 


People's Government that the requirements of 
this trade under the changed conditions in 
China might perhaps be met by setting up a 
new form of organisation. 

The firms feel that this could take the form of 

| an association of representatives of 
manufacturers and overseas buyers, who would 
maintain direct contact with the appropriate 
Chinese authorities. 

This body could, in fact, act as a permanent 


trade organisation. 


I shovild like to take this opportunity to pay 


tribute to the skill, tenacity and courage 
of the British/ 


of the British Community in the Far East. 


In the course of their long and honourable 


connexion with China they have contributed 
greatly to the prosperity of both countries, 


am much of the traditional goodwill and 
mutual understanding which has existed between 


our two countries is also due to then. 
The firms concerned have recently had to face 
increasingly heavy losses, as I have 
explained, and have been, in many cases, 
unable to replace their foreign staffs in China 
who, as may be imagined, have been working 
under conditions af great strain and anxiety. 
In these circumstances it is difficult to see how 
| the firms could have made any other decision. 
Her Majesty's Government for their part fully 
realise the gmvity of this step, but they 
feel/ | 


feel that, having regard to the factors 


wnich I have outlined, they can only 


endorse the decision which the firms have 
taken, 


NOTES FOR SUPPLEMENTARIES 


Gi Is this not a second Abadan? 


A. No, Sir. The circumstances are 
entirely different. The major British concerns in 
China had no contractual relationship with the 
Chinese Government corresponding to the Concession 
Agreement between the Anglo-Iranian Oil Company amd 
the Persian Government. (Moreover, the Anglo-Iranian 
Oll Company was a prosperous concern while many of the 
firms in China had been operating at a loss for some 
time. . 


a Q. . ees nos tis situation show that 
Ly — have no serious intention of trading with us 
at a 


A. The economic policy of the Central People's 
Government is following orthodox Communist lines. This 
involves the extermination of the merchant class. It 
does not necessarily mean the end of trade between China 
and other countries. 


Fe Q. Does not the recent Moscow Conference show 
that the Chinese wish to trade with us, and is not closure 
of British firms a retrograde step? 


A. I hope that British trade yith China will 
[continue, and it is with that object in view that the 
setting up of a new organisation, better suited to 
existing conditions, is suggested. As to the Moscow 
Conference, we at once conveyed to the Central People's 
Government our interest in the proposals for trade and 
asked for further information, but although over a month 
has alapsed, we have had no reply. 


e /4. Q i828 
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4. Q. Is it the intention to withdraw shipping 
from the China trade? | 


A. JI have already stated that it is still 
hoped that it will be found possible to continue trade 
between this country and China, and, in saying that, I 


include shipping services. mrs phy . 


Da Q. What isthe nature of the British 
interests concerned? 


; A. They include industrial, mercantile, 
banking and warehousing and wharfage concerns. 


6. @. How long have these difficulties been 
continuing? ) 


A. Since the capture of Tientsin and 


Shanghai by the Communists in January and May, 1949, 
respectively. They have been graatly aggravated in the 
last six months. 


7. Q. What is the China Association? 


A. The China Association consists of 
representatives of all the major British interests 
connected with the China trade. 


8. Q. What isthe reason for the premature 
leakage of this news in the press? 


A. Advance notice of the firms' decision 
was given by the China Association, in confidence, to 
the diplomatic correspondents of certain newspapers. 
The premature publication of the news in one of these | 
newspapers ZThe Sunday Times/ was due to a misunderstanding 


arising out of this arrangement. 


Jo. Q,  Bave 


9. Q. . Have Commonwealth and foreign 
Governments been kept informed? 


A. FOR, Bari 


10. QQ. $Will Her Majesty's Government now 
consider withdrawing recognition from the Central 
People's Government, or withdrawing H.M. Chargé 
d'affaires from Peking? 


A. Recognition does not necessarily imply 
AD ppteyal of a régime or of its economic policy. 
Difficulties of this sort make it necessary for 
a oo ana ‘ic oe, to be ae representative 4 
€ Spo e, Fitky ac\tan /Lancalter 
a Smet ( may oy 4 ; 
" 1. Q. =What are the hardships which the 


suffering? of British firms concerned have been 


fering? 


A. There is the Chinese custom of holding 
the local manager of a firm take ort A responsible for 
the past policy of his firm. There nas also been the 
difficulty of securing exit permits for staff in China, 
or entry permits for their wplacements. 


12. Q. =Will this make any difference to the 
position of Hong Kong? 


A. Bo. Bie, 


13. QQ. #=Will Her Majesty's Goverment publish 
the text of the two Notes to the Chinese Government? 


A. I would prefer not to do this until 
the Chimese Government have had an opportunity to reply 
to the Notes. 


/14. Q.°: What 


4 


14. QQ. What is meant by "compulsion to pay 
redundant labour"? 


A. The firms are not allowed by Chinese 
law to pay off their surplus staff. The firms 
rimarily concerned are those operating factories and 
rbour and wharfage concerns. The factories have 
been unable to secure raw materials; the wharfage 
concerns are idle due to the stapnation of the once 
great port of Shanghai. In neither case are the firms 
responsible but they have been compelled to continue 
aying staff who in many cases have been idle for over 
wo years. 


LD. Q. The value of British assets in China 
has been gee reported as between £300 and 
£750 million. at 1s the correct figure? 


A. I consider these figures to be greatly 
exaggerated. It is of course impossible to give 
precise figures byt my estimate of the total value is 
between £200 and £250 million. Whether any of this 
can be saved depends on the circumstances of the — 
individual firms and the result of their negotiations 
with the Chinese authorities. At present no 
remittances from China are allowed. 


16. Example of what firms have had to pay out - 
During 1951, one firm had to remit to China a net total 
of more than £100,000, and to pay nearly £20,000 in 
taxation on properties in China. The House will, I am sure 
understend that it would be undesirable to quote the names 
of firms in this connexion. 
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BRITISH INTERESTS IN CHINA 


4.17 p.m. 

THE PARLIAMENTARY UNDER- 
SECRETARY oF #£STATE _ For 
FOREIGN AFFAIRS (THE Marquess 
OF READING): My Lords, perhaps I may 
be permitted to intervene at this moment 
to make a Statement on British business 
interests in China which has just been 
made in another place by my right 
honourable friend the Foreign Secretary. 
It is as follows: 


“The House will be aware that 
British firms in China have for reasons 
beyond their control been facing for 
some time past increasing difficulties 
so far as trade and industry inside 
China are concerned. These difficulties 
are partly due to the increasing extent 
to which many of the functions for- 
merly handled in China by private 
merchants and industrialists are being 
taken over by organisations operating 
on a State basis. There are, however. 
other difficulties, for example the in- 
creasing restrictions on the entry and 
exit of foreign staffs, arbitrary taxa- 
tion demands and compulsion to retain 
and pay redundant labour. In these 
circumstances many firms have been 


operating at a loss for a considerable 
period. 


“For these reasons mostof the British | 


companies have reluctantly come to the 
conclusion that they can no longer 
operate satisfactorily inside China, and 
that the time has come to arrange for 
the disposal of their businesses. Many 


have already decided to apply for | 
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closure, custody, transfer, or lease of 
their various interests, as may be appro- 
priate in each case. There are likely 
to be many problems involved and, at 
the request of the China Association, 
acting on behalf of the firms them- 


selves, Her Majesty’s Government have 
presented a Note to the Central 
People’s Government of China request- 
ing that all the necessary facilities be 
made available to ensure that these 
problems are dealt with expeditiously. 
Both Her Mayesty’s Government and 
the firms themselves remain convinced 
of the need and desirability for British 
trade with China to be continued. 


“The suggestion has been conveyed 
to the Central People’s Government 
that the requirements of this trade 
under the changed conditions in China 
might perhaps be met by setting up a 
new form of organisation. The firms 
feel that this could take the form of 
an association of representatives of 
manufacturers and overseas buyers, 
who would maintain direct contact 
with the appropriate Chinese authori- 
ties. This body could, in fact, act as 
a permanent trade organisation. 


“T should like to take this oppor- 
tunity to pay tribute to the skill, 
tenacity and courage of the British 
community in the Far East. In the 
course fo their long and honourable 
connection with China they have con- 
tributed greatly to the prosperity of 
both countries, and much of the tradi- 
tional good will and mutual under- 


¥- 


standing which has existed between our 
two countries is also due to them. The 
firms concerned have recently had to 
face increasingly heavy losses, as I have 
explained, and have been, in many 
cases, unable to replace their foreign 
staffs in China who, as may be 
imagined, have been working under 
conditions of great strain and anxiety. 
In these circumstances it is difficult to 
see how the firms could have made any 
other decision. Her Majesty’s Govern- 
ment for their part fully realise the 
gravity of this step, but they feel that, 
having regard to the factors which I 
have outlined, they can only endorse 
the decision which the firms have 
taken.” 


“Bart JOWITT: My Lords, I should 


like to thank the noble Marquess for , 
This House | 


making this Statement. 
always likes to have Statements which 
are made in another place repeated here 
as nearly contemporaneously as possible. 
My Lords, what a melancholy business 
this is! Here is a trade which, I think 
I am right in saying, has been existing 
for centuries. It has redounded to the 
advantage of both countries. Our traders 
have brought great benefits to China, and 
from China we in turn have received 
benefits I should like to identify myself 
and those who sit with me on this side 
of the House with what the noble 
Marquess has said in paying a tribute 
to the courage, tenacity and wisdom with 
which our traders have carried on their 
business for so long. Now, I confess, I 
see no option but to take the course 
which is indicated in this Statement. I 


think it is a wise attempt to save what 
we can from the wreckage: to see 
whether we cannot construct some kind 
of consortium of traders to see whether 
we can carry on and, to some extent, keep 
the old trade going. I sincerely hope 
that the efforts which the Government 
may make in that direction will be 
attended with success. That is all I 
wanted to say. I should like to identify 


og with what the noble Marquess has 
Said. 


4.25 p.m. 

LorpD STRABOLGI: My Lords, with 
great diffidence I support what my noble 
friend and Leader has just said, but may . 
I ask a question of the noble Marquess 
which I hope it will be convenient for him 
to answer—namely, will this change of 
policy and procedure have any effect on 
our policy with regard to the stationing 
of consular officers in China? Is the noble 
Marquess of my opinion that it is more 
necessary than ever that we should have 
proper consular representation in the 
Chinese ports and centres of industry? 
Because there are bound to be a consider- | 
able number of British subjects and sub- 
jects of countries under our protection 
who will either be remaining or be 
resident from time to time in China. 


THE MARQUESS ot READING: If I 
may say so, that is altogether a different 
question from the one with which we have 
been dealing. I should prefer to say no 
more at the moment. There are difficul- 
ties attaching to the position of consulates. 
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PRINTED LETTER DESPATCH 


(Unclassified). 


H.B.M. Consulate-General, Shanghai. 
The Chancery, British Embassy, Peking. 


No.108 (16/1/16/52) of the 6th april, 1952, 
(and three copies). 


A copy of British Chamber of Commerce, 
Shanghai, Circular to General Committee 
GC.21/S52 of the 27th Merch, 1952. 


Subject: Workmen and shop assistants in privately 
operated enterprises should recognise 
their own position of political leader- 
ship in such privately operated enter- 


prises. 


Via 


KR EE NUE KERR AS 
AENRXIBAME TAR 
UNOFFICIAL TRANSLATION, 
For information only i 
For authoritative infor.nation 


BRITISH CHAMBER OF COMMBI6GS¢ refer to the Chinese text. 


Shanghai, 27th March, 19o0<c. 


CIRCULAR TO GENERAL COMMITTEE ONLY - GC. 21/52. 


WORKMEN AND SHOP ASSISTANTS IN PRIVATELY OPERATED ENTER- 
PRISES SHOULD RECOGNISE THEIR OWN POSITION OF POLITICAL 
LEADERSHIP IN SUCH PRIVATELY OPERATED ENTERPRISES. 


(Unofficial translation of an article by Ho 
Chun, originally published in Vol.3 (1952), 
of the magazine "Study", and reprinted in 
Sin Wen Jih Pao - 22nd March 1952). 


Private Capitalistic Economy is recognised as a consti- 
tuent of the Nation's New Democratic Economy. During the 
period of reconstruction under the New Democracy, private 
capitalistic economy is allowed to exist, and, within definite 
limits and to a definite extent, to develop. This is because 
our production capacity today is still exceedingly low and our 
industrial production occupies but a very minor role in the 
country's total production, so that giving full play to the 
zealousness inherent in private capitalistic economy by per- 
mitting private-operated enterprises to employ their funds and 
their efficiency in operation to take part in the New Democracy's 
economic reconstruction, is to the advantage of the Nation as a 
whole. However, it must be remembered that spontaneity and 
blindness are also elements present to a serious degree in the 
make-up of private capitalistic economy. Capitalists who 
operate industrial and commercial enterprises, concerned with 
the interests of their own class, are unwilling to restrict the 
activities of private capitalistic economy within the bounds of 
New Democratic Economy. Very often, ignoring the interests of 
the country and the people, they would go all out to seek 
profits, to exploit the workmen and to engage themselves in 
profiteering activities. In order to attain their selfish 
ends, many of them endeavour through tax evasions, theft of the 
state's property and other odious and unlawful methods, to 
weaken the State economy, to undermine the New Democratic 
economic reconstruction and to vie with the Workmen class for 
leadership. How seriously detrimental to the State is this 
ranpant private capitalism has been clearly revealed from the 
many data which have been unearthed in the course of our 
counter-attack against the Capitalist Class. Therefore, in a 
People's Dictatorship led by the Workman Class, while private 
capitalistic economy is permitted to exist and develop, it must 


be strictly controlled and restricted so that it may not freely 
overflow its bounds. 


The control and restriction of the private capitalistic 
economy by the Workmen Class are effected first of all through 
the State's political institutions and State-operated enter- 
prises. This is to say, the State enact various laws and 
regulations, prescribing the scope, the methods and the terms 
of the operation and also the requisite labour conditions, 
compel the capitalists to observe those and prohibit any un- 
lawful activities whereby privately operated enterprises seck 
to sabotage the State economy. At the game time, the State 
by employing the tremendous economic forces. at its disposal 
through State-operated enterprises, guarantee the enforcement 
of such laws and regulations, This is the principle aspect 


of how the Workmen class takes up the leadership of private 
capitalism, . 


‘% pas. 


However, the control and the restriction of private 
capitalistic economy solely through the State's political 
institutions and State-operated economic enterprises are not 
enough. It is necessary to mobilize fully the workmen or the 
shop assistants of the enterprise to supervise the capitalists 
from within, directly and regularly. For experience has told 
us that if we want to bring to light the improper activities 
of certain private-operated enterprises we have to rely on the 
workmen or shop assistants of such enterprises. No matter 
what the nature of a capitalist's offence is --- giving bribes, 
resorting to poor workmanship and materials or misappropriating 
public property --- the workmen of the enterprise who are 
engaged directly in production or who take part in other 
economic activities of the enterprise can hardly be kept 
completely in ignorance of what he has done. If the workmen 
or the shop assistants of the enterprises actively supervise 
the actions of the capitalists, the latter will not find it 
easy to carry on their unlawful activities. Hence, mobilizing 
the workmen and the shonv assistants of private-operated enter- 
prises to supervise in practice the operation of such capita- 
Listic enterprises is another important pohuse of the Workmen 
class taking the leadership of private capitalism. 


to make this leadership possible, workmen and shop 
axysistants of private-operated enterprises, should firstly 
maintain the political independance of the Working Class. In 
the past, many of the Workers of private-operated enterprises 
did not make a clear enough demarcation of classes within the 
capitalists of their own enterprises, believing mistakenly 
that, being travellers in the same boat with the capitalists, 
cney and the capitalists should be for one another. As a 
result of this fallacious way of thinking, they fell into the 
traps set by the capitalists. Hoodwinked, they lost the 
watchfulness which they should have maintained on the odious 
goings-on of the capitalists, and some of them even became 
the tools of the latter, It is therefore necessary for our 
workmen and shop assistants to understand that, though they 
work in private-operated enterprises, their object is comple- 
tely different from that of the capitalists, who own the enter- 
prise. The capitalist's motives in operating an enterprise 
are the exploitation of the workmen and the seeking of profits, 
whereas, the workmen and shop assistants! object in working in 
a private-operated enterprise is, absolutely, not to create 
residual (surplus) values and win quick and excessive profits 
for the capitalists, but to increase the production of our 
new China, to expedite her economic reconstructions and to 
create the material foundation of a socialistic state for our 
working class. Only by understanding this can the workers of 
private-opersted enterprises separate themselves politically 
from the capitalists, stand firmly on their own class status 
and maintain their own absolute political independence. By so 
doing, they will be able to lead politically and to supervise 
the capitalists and to compel them to operate their enterprises 
honestly for the fulfillment of the objects which the Workmen 
class wish to attain. 


Secondly, the workmen or shop assistants of private- 
operated enterprises should establish their position of politi- 
cal leadership in their own enterprises. In the past,» some of 
these workmen and shop assistants adopted an incorrect attitude 
towards the production and the management of the enterprises. 
Thinking that the enterprises were the property of the capitalists 
end did not concern them, they did not trouble themselves with 
the operation:and management of the enterprises and thus gave a 
free hand to the capitalists to indulge in their nefarious 
practices. It is therefore necessary for our workmen and shop 
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e assistants to understand that they are the masters of the 
country, that they belong to the class that leads the whole 
nation and that the improper and illegal practices of tne 
Capitalistic Class which seriously go against the interests 
of the country are also seriously detrimentsl to the interests 
of the working class... Under these circumstances, it is the 
duty of the workers of private operated enterprises under the 
Leadership of their own party --- the Communist Party --- and 
the state machine it leads --- to lead politically and to 
supervise regularly the capitalists of their respective enter- 
prises, to make them operate the enterprises completely accor- 
ding to the policy and laws of the State and along the path 
crescribed by our New Democretic Heonomy, to prohibit them to 
stop operation or reduce production without proper reasons, to 
torbid them to exploit the workmen, to engage in activities 
cpainst the State's restrictions, to evade payment of taxes, 
to steal what belongs to the State and to carry on other un- 
Lawful practices. Also, our workmen and shop assistants 
should carry on with the greateest determination an unremitting 
end uncompromising war against any deeds and tendencies which 
sabotage stete politics and laws. At this stage of New Demo- 
cracy which we are passing through, the ownership of the 
property of private-operated enterprises belongs to the Capi- 
talists of course, so that in production and in other business 
within the enterprises, the workers should undoubtedly take 
orders from the Capitalists. However, we should remember that 
we are the masters of the country and belong to the class that 
leads the nation. This being so, we should never carry out 
blindly any orders of the cavitalist class which contravene 
Scate policies and laws, but should hold fast to our own stand- 
roint and give our position of political leadership the fullest 
play to combat determinedly their unlawful practices. In short 
we must establish defjnitely the Working Class's position of 
leadership in private-operated entervrises. 


If we wish to establish the leadership by the Workmen 
Class in private-operated enterprises and to put into effect the 
regular supervision of the capitalists by the workmen and shop 
‘ssistants, there is one prerequisite. Theat is, the workmen or 
shop assistants must understand the entire business conditions 
of their respective enterprises and all the accounts relevant to 
business. For this, what is held by the Capitalists as their 
"Business Secrets" must be definitely and completely done away 
vith. Over this question of "Business Secrets" it is very 
possible that we may encounter stubborn resistance from the 
capitalists for, according to them, such a step infringes on 
their right of management. However, the stubborn resistance 
which they may put up must be resolutely crushed. Of course, 
we recognise their right of managing their enterprises, but this 
right of management is a right of management under the leadership 
of the Workmen Class and is built upon the basis that the internal 
activities of the management of the enterprises are adequately 
understood by the state and the Workmen (Class. Moreover, an 
understanding of the operation conditions of private-overated 
enterprises by the State and the Workmen Class does not abolish 
at all the capitalists! ownership of their enterprises and their 
right of management. In an article entitled "The tasks of a 
Soviet regime", Lenin has pointed out that breaking "the old and 
evil customs of regarding business dealings as something that 
concerns only oneself" is "a magnificent struggle possessing 
world significance", and "a struggle of the self-conscious force 
of Socialism egainst the spontaneous forces of Capitalism". 
These words of Lenin are of the greatest importance to us. The 
capitalists should recognise that their various operations not only 
concern their own interest, but are things that affect the 
interests of the whole country and consequently of the Workmen 


% - 4 -. 
Glass. This being so, the State and the Workmen Class cannot 
but concern themselves greatly in all operation activities of 
the capitalists and seek to comprehend them habitually. If 
the capitalists would really comport themselves according to 
the provisions of laws and accept the leadership of the State 
and the Workmen Crass, there would be no need for them to fear 
that their "Business Secrets" are not kept. As a matter of 
fact, the keeping of business secrets as Lenin has pointed out 
to us, is not to fulfill any production or business requirements 
but to "conceal profiteering, and other exceedingly improper 
ways of seeking profits and to cover up overtly fraudulent 
practices", "In the major capitalistic economies" said Lenin, 
"the keeping of such secrets is to vroserve the privileges and 
the profits of the smallest minority and to go against the 
{nterest of the whole people" (Vide. "The Impending Catastrophe 
and How to combat it" by V.I. Lenin) Therefore, if the workmen 
or shop assistants of private-operated enterprises wish to 
maintain their own political independence and put into effect 
their leadership politically, they should first of all acquaint 
themselves regularly with the various activities of their res- 
pective enterprises, such as the stocking of raw materials, the 
sale of the finished products, production plans, operation 
policies and the. situation in respect of receivts and expendi- 
ture. Only by so doing can the political leadership of the 
Workmen Cless be given the fullest play. 


Innumerable facts revealed in tne "Anti-Waste, Anti- 
Corruption Anti-Bureaucratism" Drive and the "Anti-Bribe-giving, 
Anti-Evasion-of-tax-payments Anti-Stealing of Public Property, 
Anti-use of inferior workmanship-and-materials, and Anti- 
Stealing-of-State-Economic-Secrets" Drive have proved that the 
Capitalist Class would not faithfully accept the State's 
control and restrictions, carry on legitimate business and 
extend the kind -of production which is favourable to the gtate 
economy end the people's livelihood, unless leadership by the 
Workman Class is established in private capitalistic enterprises 
and the capitalists are vlaced under the general surveillance 
of the workman... Even at pregent, certain capitalists continue 
to say "If we can sit out the Three Antis and the Five-Antis 
Movements, there will still be plenty of chances for us to make 
big money." This goes to prove thet some of the Capitalists 
are still unwilling to give up their intention of making "big 
money" or "illegitimate profits", even after the two movements. 
This is something against which we should always be on the alert 
The struggle which we call the "Three Antis" and the "Five Antis 
Lovements has revealed clearly the ugly face of the Capitalist 
Class. For the smooth functioning of New Democratic sconomic 
reconstruction hereafter and for the thorough development of 
the entire country, the question of. the leadership of the 
Workmen Class in private capitalistic enterprises must be 
definitely brought forth, in order that the workmen and shop 
assistants, recognising their position of political leadership 
in private operated enterprises, may lead and supervise the 
capitalists, making them obey the laws and policies of the 
state and accept the leadership of the Workmen Class. iG 18 
only through this that the interests of the State and of the 
Workmen Class can receive a stronger guarantee than before. 
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CHINA ASSOCIATION. 


vkiecnbak . BROAD STREET House. j 


LONDON WALL 1160. 


2440. 54,O-LpbD BroabD STREET, 
TELEGRAPHIC ADDRESS Sevmoumaiced ee LON DON E C. 2 


DOLMIR LONDON ~_ ™ : 
ce Mos / I iene eend May, 1952 


uy dear Johnston, 
thank you for your letter (FC 1105/181) of may 20th, 


1 enclose herewith a copy of a letter dated May 15th 
from Collar to myself,in which he reports on his interview 
with the secretary of the Universal Development VUorporation,. 


i have sent a copy of this letter to Percival, of 
the poard of rade, and asked whether H,M.G. would be disposed 
to give force majeure’ certifiaetes in those cases where it can 
be shown that exporters on this side witheld shipment at the. 
reouest of H.M.G. and thus forced buyers in Hongkong into 
renunciation of contracts. 


i have not so far heard from Percival in reply. 


yours sincerely, 


Ue.H. Johnston itsq., hea Aw 


roreign ~ifice, aoe 
LOND ON, > . We 3 


COPY IMPERIAL CHEMICAL INDUSTRIES (CHINA) LTD, 
bape auary P.0. Box 107, HONG KONG 


a 15th way, 1952 
Dear Mitchell, 


CONTRACTS 


i was asked last week if, in my capacity as Chairman of the 
Chamber of Vommerce, 1 would meet Julius ‘tung, Secretary of the Universal 
Development Corporation, one of the main Peking buying organisations in 
Hong Kong, 

Without wearying you with the details, the meeting was largely 
& recitation by Tung of the many contracts which had been broken by Hong 
(Kong suppliers of goods to his group of buying companies, it is fairly 
certain that this represents the answer to Section III of the first Note 
‘to the 0.P.G. Aldington has cabled a summarised version of my account of 
_the talk to the Secretary of State for the Colonies and to Lamb, 


Tung said that it is his intention to select typical cases 

against the more prominent importers from his portfolio of some two 

hundred and to take them to court. He has already begun the process, 

| in one instance which he mentioned, he was able to show me the 
copy of an unofficial letter from the wiinistry of Supply to the manufacturer 
concerned, asking them not to ship the goods. This, as you know, is typical 
of very many instances in which importers here were forced to break their 
contracts because U.K. suppliers had been asked unofficially not to 
deliver. No force majeure certificates have consequently been produced, 
and the seller here has no legal leg to stand on, 


The question then arises as to what defence is to be put up by 
the seller when he is taken to Court. Unless it can be shown that U.K. 
suppliers were acting under Government orders, it appears on the face of 
it that sellers here must lose their case, and try to recover from their 
suppliers in U.K. Courts. whe latter {£ assume would have no redress from 
the Government. ‘the sums involved in terms of selling price are very large 
indeed, certainly in the tens of millions sterling, and damages could be a 
very serious figures | 


L understand that the reason why control was exercised in this 
lamentable manner was that the U.K, Government was at that time anxious not 
to offend the C.P.G. by an open declaration of embargo on specific products, . 
the effect produced was, of course, quite the reverse.Since the majority, 
if not all, of the products concerned have since been officially embargoed, 
there would appear to be no very good reason why the Government should not 
Supply force majeure evidence as and when it is required, 


We will be very grateful if you can press for an early decision 
on this matter. Tung clearly knows what the situation is,and if in an 3 
early case,force majeure is produced,it will be likely to halt the proceed 
ings against many others, 


here are, of course, undoubtedly some merchants here who took 
advantage of the situation to cancel contracts without good cause,and re- 
sold at a profit.these would be weeded out and left to take their medicine 
if force majeure evidence of Government action were freely available to 
those to whom it gemuinely applied. 


; If Government are unwilling that force majeure evidence shall be 
provided, they should indicate what line the defence should take, it is 
virtually certain that it will be impossible to conceal the fact of Governe 
ment intervention, | 

Yours sincerely, 


Hed. COLLAR 


G.#,Mitchell,#sq.,0.B.u., 
China Association, 

54 Qld Broad Street, 
LONDON, E.C. 2 
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BRITISH EMBASSY, 
PEKING. 


Cus /19e | 


No. S/O 
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CO ENTL 


ae 
Dear Department, Fe mm o$\is 2 


With reference to our telegram No.  _e May 2nd, we enclose a copy 
of Her Majesty's Consul General, Shanghai's letter No. 135 of May 2nd to 
Her Majesty's Minister covering the further views of the Shanghai Chamber 
of Commerce on the proposed negotiations with the Chinese authorities 
about the future of British business in China. 


2. These papers have only just been received, but since there is a bag 
leaving directly we are sending them on without waiting to hear whether 
Her Majesty's Consul General is able to send them out by other means. 


3. We have not had time to study these further notes in detail? but at 
first sight we think that the comments in our telegram No. 376 still hold 
good, i.e. the views advanced are unrealistic and presuppose not only a 
reply from the Chinese Government which is contrary to the experience of 
recognised missions no less than of ourselves, and furthermore that the 
Chinese Government will be ready to discuss such details in advance. 

- We are still convinced that the only chance is for each firm to initiate 
locally discussions for closure with the appropriate authorities who would 
be briefed from Peking ( without Her Majesty's Embassy being so informed ) 
if the Chinese Government were prepared to play. Her Majesty's Minister 
will, however, be following up our telegram No. 376 when he has had more 
time to study these papers. 


We are copying this to Hong Kong. 


Yours ever, 


(FUANCERY. 


China and Korea Department, 
Foreign Office, 
LONDON, S.W.1. 


9 6 WAY 1952 |. 
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British Consulate-General, 


Shanghai. 
CONFIDENTIAL 


2nd May, 1952. 
BY SAFE HAND 


My dear leo, 
My savingram No. 96 of April 26th. 


I now enclose the latest line of thought from the Chamber: in two. 
parts, viz: "Further Notes for Head Offices in London and Hong Kong", 
and "Suggested Formula for the Disposal of British Assets." 


These are enclosed in triplicate, and perhaps you could send two 
copies forward, one to be dropped off in Hong Kong, the other to go 
on to london. This is rather precautionary since I understand I may 
soon have an opportunity to send copies southward; i.e. it is likely, 
but not quite certain, that we shall be able to get them to Hong Kong 
and London quicker than you. In this connexion I also enclose a 
"Draft Covering Note to H.M. Minister", in which it is suggested that 
you should do some fairly substantial telegraphing. I was able, if 
not to kill, at least to stun this suggestion by indicating that l 
thought I could get these memoranda out in toto fairly soon. MInany . 
case I think this suggestion is rather exaggerated ( there was not much 
time to consider it as we only met in session this afternoon, but I 
said at once that it struck me as rather lengthy ), and I imagine you 
will agree. The greater part of all these pages can only be of use 
if we do get some negotiation going. Anyhow, if I am not able to send 
copies out by the southern track within a fairly short time I shall } 
send you a clear cable saying "My letter May 2nd please do". This 
will indicate (a) the further copies are still languishing here, 

(b) I suggest you telegraph F.0. saying you have received the further 
Chamber memorandum and sent it on its way, and its bare bones are... 


Yours ever, 


Sed. KENNETH BUMSTEAD. 


L.H. Lamb, Esq., C.M.G., O.B.E., 


H.M. Charge d'Affaires, 
British Embassy, 
PEKING, 


FURTHER NOTES FROM SHANGHAI CHAMBER FOR 
HEAD OFFICES IN LONDON & HONGKONG 


These notes are forwarded in the hope they will 
assist Nead Offices in London and Hongkong in their 
deliberations. 


They are submitted on the assumption that the 
recommendations in our last message will be approved in 
prineiple and that the Peking Government will agree to 
negotiatee 


Head Offices must realise that if Peking will not 
negotiate and Managements in China are instructed to apply 
for closure individually and locally, withdrawal will at 
best take months to achieve and the cost may well be penal. 


ARGUMENTS IN FAVOUR OF PRELIMINARY NEGOTIATIONS BEING 
CONDUCTED IN PEKING. 


These were covered in our last message but we 
would like to add the following:- 


Negotiations with local Officials on any matter of 
importance have always proved to be most unsatisfactory 
not only because these Officials are unable or unwilling 
to give decisions speedily, but also because several local 
Government Bureaux would necessarily be involved, to 
mention a few, the Foreign Affairs Bureau, the Commerce 
and Industry Bureau, the Labour Bureau, the fax Bureau, 
etc. S&xperience has shown that these Bureaux work in. 
completely separate compartments and that their decisions 
as a general rule do not accord with each other. Furthere 
more, if simultaneous applications were filed to close 
locally from several big firms without an over-riding 
order from Peking, the machinery which now exists for 
this purpose would most prob-bly break down completely, 
resulting in chaos. 


If negotiations are held in Peking, the Peking 
Government should be asked either to nominate official 
Appointees in each centre to ensure the speedy conclusion 
of the negotiations locally, vr, better still, to send 
their own official Representatives from Peking for that 
purposee This desideratum is of great importance if 
withdrawal within a reasonable period of time is to be 
achieved. 


OBJECTIVES TO BE GAINED FROM REACHING AN AGREEMENT IN 
PBKING ON PRINCIPLES nn 


le Agweement on the Principle that Assets in China 
have a Value and this Value can and should be 
Realised by Sale or by being Utilised to cover 


This should be the opening gambit in the negotiations. 


Agreement on a Clear Cut Procedure for Assessing the 
Labour Liability and Where Applicable for the Pay- 
off of baboure 


This could take the form either of a standard basis 
of pay off to be applied to all firms which would 7 
supersede any registered agreements already in force, 


er leaving existing registered agreements in force 
and applying a standard basis for all others. 


Agreement must also provide for the termination 
of employment without question after due notice 


has been given ~ the period of notice to be agreed 
in Peking. 


From past experience there is little or no 
prospect of reaching either a fair or speedy settle- 
ment locallye kvery effort should be made to reach 
rs apg in Peking on these two vital points, i.e. 

- and Cele 


Other Objectives are:e 


Agreement on the Method by which Loeal Assets are 


to be Realisede 


* Whatever our thoughts may be, we should take the 
line that the People*s Government will be guided by 
International Commercial Usages Logically the first 
step should therefore be to request that the Peking 
Government will purchase the assets of the Firms 
Wishing to withdraw on reasonable terms and pay for 
these assets in Foreign currency, 


Sales of assets in local currency can be of no 
financial benefit to the seller, unless he would 
be permitted to remit any surplus abroad or ship 
out exports to the value without surrendering 
foreign exchangee Leasing the assets would obviously 
be the next best solution to the problem provided 
either a lumpsum payment can be obtained sufficient 
to meet liabilities, or in the case of going coneerns 
the lessee takes over the liabilities by paying rent. 
This is elaborated in the Memorandum entitled 
"Suggested Formula for the Disposal of British Assets", 


If agreement on these general points could be agreed, 
Peking should then be requested to nominate the buyers 
or lessees since these must, of necessity, be 
Government or semieGovernment organisations. 


If, while admitting the principle that local assets 
must cover lecal liabilities the Peking Government 
refused to agree to a modus operandi covering sales 
leases or any other method acceptable to the majority 
of firms wishing to withdraw, then negotiations might 
be centinued on a basis finally involving a surrender 
of peoled assets against pooled liabilities. Head 
Offices of firms wishing to try this method in 
preference to individual loeal negotiations should 
decide in advance apd act accordingly. 


A Memorandum is attached giving our suggestions 
en the initial basic terms we should try and secure 
in Peking for, the different British interests. 


the Settlenent of Other 


— 


The eke should be established thats 


in the case of going concerns the Management of 
which is finally transferred, the resnonsibilities 
for the settlement of outstanding obligations and 


Claims are automatically taken over by the new 
Management. 


in the case of firms whose withdrawal must 
necrsarily involve liquidation, outstanding 
odligations and claims should not interfere with 
he procedure of closing. 


fo this effect the following should be agreed 
apons 


Qutstanding (Lone Delivery] Commercial Vontractse 


Firns would be allowed to transfer the 
resronsibility for the running off of these 
contracts either to the suggested Commercial 
Mission or to other parties remaining temporarily 
and who would be prepared to take over their 
responsibility for a consideration. If agreement 
as above cannot be reached, then it should be 
established that the firms concerned can reduce 
their staffs to a skeleton basis sufficient to 
look after their affairs until these nutstanding 
obligations are settled. 


Out nd Taxe 


Where the Company concerned can prove that it 
had no practical means of meeting these taxes 
owing to the Government refusing it permission or 
facilities for realizing any of its assets, then 
the fines accruing from nonepayment of taxes should 
not be included in any assessment that may have to 
be made of the Company's liabilities. 


Outstandi Claimse 


le Prewar Deposits (éxcluding Banks). There are 
many cases still unsettled and those that have 
been settled have varied widely in the rulings 
laid dewn and have-in many cases been extremely 
unfair. Feking should be asked to lay down a 
final and equitable scale to be applied to all 
outstanding cases throughout China. 


Outstanding Court Cases, An expeditious and 
equitable settlement should be requested. 


In the case of Appeals against Court decisions, 
facilities should be requested for the Hearing 
of. these Appeals within a reasohable period of 
timee At present there is a heavy backlog. 

A Special Court could perhaps be furmed in 
Shanghai for the handling of all Appeals 
involving British and other foreign firms with 
priority given to the cases involving firms 
who have officially applied for withdrawal. 


De 
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d) Sundry Creditors. 


These must, of course, be included under 
‘Liabilities’. 


5e Agreement on the disposal of Surplus Funds after 
settlement o 6; } 


loge, — | 


In case of surpluses, attempts shouid firstly be 
made to secure agreement te remit these surpluses 
Abroad either by straight remittance or through 
exports (see Para C. 3 and Memorandum attached). 
if this is not possible the second step would be 
to try and secure agreement that where there is a 
surplus in one firm that surplus ean be used to 
offset a JeM.-FP. deficit in another. Firms which 
set off in this manner could make adjustments abroad. 
if this is still not possible the final step will be 
to secure agreement on the method by which surplus 
funds will remain ‘under custodianship in China’, 
Head Offices abroad should realise that the final 
step is the only one which is likely to prove 
possible, 


6 Agreement in Regard to the Withdrawal of Redundant 
E ots onnel ee 


If the principle of withdrawal is agreed and the 
basic arrangements for such withdrawal can be suecesse 
fully concluded in Peking, arrangements should be 
made providing for the speedy departure from China 
of personnel not required to implement the terms of 
closure and withdraw locallye In our pinion, 
however, agreement on this point should only be 
sought after the main provisions of the negotiations 
have been settled. The Peking Government and the 
local Authorities are somewhat touchy on all matters 
appertaining to the issue of Exit Visas. It should 
not be inferred that agreement on this question 
should not be pressed3; it should in fact be pressed, 
but at the right moment and net made a sine qua non 
condition of the initial stages of the negotiations. 


APPOINTMENT OF NEGOTLATORS. 


We have recommended in our message the appointment 
of a Chief Negotiator. We feel it most desirable that 
this Chief Negotiater should be officially appointed by 


HeM.Ge as this might be more acceptable to the Peking 


Government and would indirectly support our request 

that preliminary negetiations be held in Pekinge Whether - 
or not he will be a Government Official or a business 
personality of standing is a matter for Head Offices and 
HeoM.G. to decide. We, however, suggest that if a business 
personality of standing is chosen, he should not be 
connected with British interests now operating in Chinae 
He should be assisted by two er three Delegates from Head 
Offices abroad to ensure full contact in matters of 
policy, but it should be made clear that these would 
function only as Advisers. / 


Ke 
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fhe business community in China would be 
prepared to assist by sending to Peking a number of 
Representatives fully acquainted with the special 
problems of each category of firms on whose behalf 
the negotiations will be conducted. However, it is 
possible that the Peking Government might refuse te 
countenance the presence at the discussions of 
Representatives of firms in China whether chosen from 
Abroad or locallye If so, it should, in our opinien, 
not be made a point of issue in initiating negotiations 
as these, we feel, could be conducted satisfactorily 
by a Chief Negotiator alone who could be fully briefed 
in all matters of principle and of detail. 


POSSIBLE PEKING REACTIONS. 


It is guite possible that Peking already has a 
scheme in hand for our gradua’. elimination. Neverthee 
less many believe that their ideas and ours differ 
Widely in regard to timing and that they intended to 
retain at least some of us as a trading contact with 
the Sterling Area until they can replace us with 
something more suitable to their own trading methods. 


if this line of thought is correct, then the 
offer to replace the old organisation with some form 
of Commercial Mission = a proposition which we are 
glad to see our Hongkong Head Offices also recommend - 
might well meet with a favourable reception. However, 
Peking might well say “Tell us more about the proposed 
new organisation and if we ean agree on that then we 
shall be more favourably disposed to your withdrawal 
proposal and to providing the facilities you ask". 
They might even insist that the formation, scope, etc. 
of the new organisation should be agreed in principle 
before the withdrawal of the old organisations can get 
under waye 


HeMeGe and Head Offices should therefore brief 
HeM. Minister in Peking on how far they are prepared to 
go in this directione 


In our opinion an offer to handle China trade 
with the Sterling Area from Hongkong is not likely to 
be accepted by Peking as a suitable alternative, as 
there is considerable sentiment in favour of bypassing 
Hongkonge It would be in Hongkong*’s interests to 
retain a British trading Outpost in China provided 
this could be done at reasonable cost. It would afford 
the members of the Mission a feeling of greater 
“personal security" if they had some form of H.M.G. 


sponsorsip. A 
SOME LEGAL ASPECTS IN RELATION TO SHAREN OLDER; 


~— 


For this purpose we can divide the British 
interests into two broad sections: 


Section des 


Branches in Ghina of Companies Abroad which are privately 
owned and/er eontrolled and Branches in China which are 
wholly owned and/or controlled by public companies Abroad. 


These would includes- 


be 


Manufacturing Plants or (ixe P. & Be, Or.Pt.Co. 
Industrial Concerns. Liddells, International Ex.Co.) 
Property companies (Exe Sassoon Group ete). 

Godown Companies (ix. Mackenzies, Liddells, B.&S.) 
O41 Gempanies (Exe Shell). 
Shipping Companies and 

Bocks (Ex. B. & 8., Mollers, ete.) 

Trading Companies (Exe LeCole, TeMeAcy J oMeCae) 


All in this Section are classified together 
because whether they sell or lease their assets, or 
even give them away, they can do so without being 
involved in any great degree in legal complications 
with their owners, partners or shareholders. 


+@ on 


Branches in China of Public Companies abroad (ex China 
Gompanies)e These Companies are managed on behalf of 
their shareholders by locally appointed Boards of 
Directors, or local Managers appointed by their Head 
Offices or under Management Agreements by other Companies. 
These would ineludese- 


Manufacturing Plants (Ex. Ewo Mills etc.) 
Property Companies (Ex. Cathay Land, Sh.Land, 
Met. Land, ete.) 


Wharf & Gedewn Companies (Exe Sh. & H.WeCo. etce) 
Dockyards etce (Exe Sh. Dockyards etc.) 


These are Public Cempanies in the accepted sense 
of the word. The rights of Shareholders would have to 
be taken into consideration in the event of a sale or 
handing over of their undertaking, and so far as this is 
possible the Hongkong Company's Ordinances will not be 
contravened. 


In this connection the handling of the Chinese 
Shareholding interests in these Companies in Chitra should 
not present any insuperable difficulties as the transfer 
can only go through following agreement in Peking. 


This should effectively eliminate any protests 
from Chinese shareholders. 


Though this might be unethical, Chinese and Fereign 
Shareholders should therefore not be ee until 
Peking's reactions are known. 


Whether the lecal Managers/Boards of Directors 
would have to agree tos 


a) the handing over of their own Shares 
with the Company, 


b) the handing over of any foreign currency 
funds of the Company 


would depend on the form of the transfer. It must be 
assumed, however, that the Peking Government will insist 
on securing control ef foreign currency funds in cases 
where a sale or handing over of the undertaking is 
negotiated. 


QTHER BRITISH INTERESTS wIiTH SPECIAL PROBLEMS « 
do British Banks in Chine 


This Group have their own particular problems with 
which their Head Offices are fully conversant. 


Their local Representatives are of the opinion 
that negotiations for their withdrawal could best 
be negotiated through the Bank of China in London, 
but realise that this may have toe be modified 
following their Head Office discussions with HeM.Ge 


Public Utilities. 


The three British Public Utilities with large 
British shareholdings, predominantly British Boards 
of Directors and with one exception British 
Management, are the Shanghai Waterworfs, the Shanghai 
Blectric Construction Company (Tramways) and the 
Shanghai Gas Company. All these Utilities are 
securing financial assistance from the People’s 
Bank, 


The Gas Company and the Tramways still have foreign 
funds abroad, which the Authorities know about. 


The senior British Directors of these Companies in 
Shanghai all feel that unless there is a prospeet of 
securing some compensation for their shareholders as 
outlined in the memorandum attached, there is nothing 
te be gained from associating themselves with the 
other British interests in the propesed collective 
approach. They feel that it weuld be a mistake at 
this stage to take any steps that might be construed 
as an attempt to force the hands of the Chinese 
Authorities either as to the timing or terms of the 
eventual take over. 


Companies Subject to Requisitioning. (&.¢. Sh¢il & Others) 


This problem is of a special nature as assets 
have been requisitioned, many without receipts. 
maaie situation is already well-known te their Head 

fficese> . | 


SUGGESTED REASONS FOR WITHDRAWAL FOR INCLUSION IN 
THE FIRST HeM.G, MEMORANDUM, 


1, The main reason should be that our existing 
organisations are not in keeping with New China's 
domestic policies and are therefore obsolete, 


The new interpretation of Labour/Management 

relations makes it impossible for British Managements 
to fulfill their functions as they consider they 
Should be fulfilled. This applies partichlarly to 
all British-controlled organisations, especially 
factories, where increasing State control at one 

end and the increasing pnowers allocated the workers 
at the other end leave the British Managements 
powerless to fulfill their proper duties, 


Ihe refusal, in practically every case, of Chinese 
Banks te grant loans or overdraft facilities to 


foreign controlled concerns, Public Utility Companies 
excepted. : 


The inavility to remit funds abroad either for 
individuals or firms while Chinese in British 
controlled territory can and do remit large sums 
to China. 


Many other reasons could, of course, be included, 
but as we are hoping for cooperation and a favourable 
reception to this approach, we see no point in 
repeating these other reasons in the Memorandum, 
particularly as many of them were covered in the 
Memorandum already submitted by E.M.Minister on 
April l2th, 


1. PUBLICITY 


We suggest that one week, or not more than two 
weeks after the suggested H.M.G. Memorandum is 
presented to Peking, a campaign of judicious publicity 
should commence. This should take the form of B.B.C. 
Broadcasts, prominent articles in the British Press, 
especially in Hongkong, Reuters Agency reports and 
questions in Parliament, In particular our request 
fer the People's Government to purchase our assets on 
reasonable terms should be emphasised, and the course 
of the negotiations should be published from time to 
time. The request should not be allowed to die of 
inanition, The Press should be carefully fed. This 
is an important aspect of our task, which properly 
handled, will contribute to success. 
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SUGGESTED FORMULA FOR THR DISPOSAL OF BRITISH ASCETS 


le 


e 


36 


De 


While all local Managements here appreciate the 
importance of a collective approach and the advantage 
to be gained from collective negotiations: in Peking 

for the establishment of certain basic principles, 

they feel that in order to give the British negotiating 
party any hope of success, Head Offices abroad should 
adopt a realistic attitude towards the Chinese 
Government's probable assessment of the value and 


relative importance to China of the varying British 
assets involved, 


The British interests and their assets can be divided 
into the following categories fer this purpose: 


Group A. Industrial Plants 


Group B, Godowns and Wharves e including 
floating properties, 


Group C. Real Estate. 
Group D. Trading Firms, 


The combined assets exceed on any reasonable basis 

of computation the liabilities by many millions of 
Pounds Sterling. A statement of approximate assets 

of the leading British interests in China will be 
ready at the time it is required. This information 
in certain cases will have to be supplied by Head 
Offices abroad. With regard to liabilities, these, 
apart from those known, affecting mainly staff pay= 
offs are an imponderable factor which it is impossible 
to determine except following negotiation, 


On general principies the negotiations might take 
the following course:e 


1. Sale of all Assets in Sterling or Foreign 
Currency, failing that 


2e Sale of part of the value of these assets ona 
reasonable valuation in foreign currency to 
satisfy foreign shareholders, the balance being 
payable in local currency to meet local 
liabilities and satisfy Chinese shareholders'* 
rights. 


However, as it is anticipated that the Chinese 
Government might not countenance a proposal of this 
nature even if they had the funds available, we 
recommend that the next step on our side should 
take the following form: 


Group *Al, 


= sh Owned and/er Man i Industrial Plants 
These are the most attractive and valuable assets 
from the Chinese point of view. 


¢' C 


The Chinese should 


4 


Qe 


Je 


be asked to purchase the plants and buildings 
outright at prices well below replacement cost and 
to pay for them in Sterling or Exports. Stocks 
would be sold for local currency which could be 
set aside as a fund to meet akl JMP liabilities 
incIuding the assessed liability towards staff. 
Where there are surpluses in JMP, para Ce5 will 
applye ? 


if the Chinese refuse to consider a purchase 
on these or other terms, then the Owners/Managers of 
the interests in this group will be well advised, in 
our opinion, to authorise the Negotiator to try and 
secure the same basic ‘lease terms' as those suggested 
for Groups B. and C. below. 


Group 'B* and 'C8, 


British Owned and/or Managed Godown and Wharf Companies 
and neal bstate Companies, ae 


These Companies to be taken over on a lease 
basis for an agreed period, the lessee being responsible 
for all liabilities. 


if by subsequent individual negotiations the 
proceeds of the lease exceed the liabilities and there 
is a surplus in JMP, Para C. 5 should apply. 


in cases where a Company has large outstanding 
liabilities, these may have to be met by a surrender of 
all assets. 


Group ‘'D‘., 


The Companies will have to liquidate. What 
assets they have in the form of buildings, etc. should 
be leased for a sufficient down payment sum to meet 
their JMP liabilities. Where a lease would not bring 
in sufficient funds to meet their JMP liabilities, 
they should be allowed to se)l these buildings in order 
to raise sufficient funds. 


Adhere there are no saleable assets or they are 


insufficient ta meget liabilities, they will bring in 
funds to whheet t o tertent or again meet these liabilities 
by the process suggested in para C, 5. 
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Peking telegram to Foreign Office No. 422,’ feuos Lag 
British Business in China. 


Suggestion in paragraph 3 has been discussed 
with Chairman of the British Chamber of Commerce Hong Kong. 
Our feeling is that there would be advantage in making so 


me 
response to approach reported in my telegram No. 405, and 5 eof] 


that statement made in House of Commons on 20th May provide 

4 convenient, point of departure, It is, in my view, also 
desirable to keep Hong Kong in the. trading picture at the 
present time. Such discussion in Hong Kong would, moreover, 
not necessarily prejudice opening of conversations on 
similar lines either in Peking or Shanghai (where it is 
bpeiieved that British Chamber of Commerce also have 
unofficial contacts which could probably be uged) if this 
were felt desirable. 


Qe Action will not, es be taken here until 
you have expressed agreement. 


(Copies sent to poreign Office ‘for repetition to Peking) 


Copies sent tos— 


Bank of England - Mr. RH. Heasman 
Treasury ~ Mr. A.K. Ogilvy-Webb. 
Foreign Office - Mr. JeK. Drinkall. 
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(PC 1105/197) PORSIGN OPFICE, S.W.4. 
ahead Jeli 29th May, 1952. 


(tg olka ST ike e y 


I enclose herewith the text of Hong Kong 
telepram 426 of the 2%rd May to the Colonial 
Office which is self-explanatory, You may 
recall that the “approach” mentioned in Hong 
Kong telegram 405 was that of the Chinese 
Government Purchasing Agency official to the 
Chairman of the British Chamber of Comuerce 
about alleged breaches. cf contract by British 
firns. We sent you a copy of that telegram 
at the time, andailso of Peking telegram 422 
which is mentioned in the enclosed telegram. 


We see no objecticn to the approach 
proposed but should be erateful for the 


Association's views before replying to the 
Governor cf Hong Kong. 


(forss grace rete) 
ez) 


(C.He Johnston) 


GE. Mitchell, Esq. 
China Association. 
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te 
SOCIATION. 


ey bras : _ BROAD STREET House, 
LONDON WALL 1160. 


- one. 54,O0O.Ltp Broab STREET, 


TELEGRAPHIC ADDRESS 


DOLMIR LONDON ae penne yt | | Lonpbon, E.C. a 
, ord dune, 1952 
QAiu0o II77M : ath 


Dear Johnston, — : ¢ 1:4 
44OS 
uany thanks for your sof 29th ay enclosing copy of 


en 
Hong song telegram 426-6f 23rd uay to the Colonial vffice. 


ve are discussing this at a meeting of our Committee 
on thursday next, June Oth, and 1 will write you immediately 
thereafter. 


Yours sincerely, 


CeH. Johnston Esae, 
Foreign uffice, 
LONDON, 8S.Wel 
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Addressed _ to Peking telegram No, 111 Saving of 23rd May, 
Repeated for information to Foreign Office and 


ong Kong. 
, a ng Kong 
Your telegram No, 422 to Foreign Office paragraph 3, 


All concerned here are glad to know that you have presented the 
note and that the basis has been laid for further action. It is 
presumed that head offices will shortly issue instructions to 
withdraw, -Jardine Matheson & Co, have today been told that 
written instructions have beer sent: as this came by open ; 
telephone from Hong Kong Garden Will inform Foreign Affairs Depart- 
ment this afternoon, 


2, Although the “antis" campaigns are not officially ended 
it is generally felt, on receipt of such instructions, firms 
will be able to approach local authorities with such proposals 
for sale, lease etc,, as may be considered the best opening move, 
It certainly appears clear that proposals to lease are not out | 
of order, Paton and Baldwins manager (see Foreign Office ne 
telegram No, 436 paragraph 4), with concurrence of his home office, 
has decided that the appointment of a Chinese manager is not | 
practicable and he is attempting to lease through the intermediary 
of a Chinese firm which is reputed to have good connexions with 
the Chinese authorities, ‘Shanghai Dockyards are trying the game 
thing through the same intermediary and I am told that their 
negotiations are near completion, China Soap, in difficulties 
over taxation, have proposed a lease directly to the Chinese 
authorities; they tnderstand that this proposal has been referred 
to Peking. 


3. A.P,.C, propose to pursue an independent line, namely to 
attempt to close their up-country stations first, and then turn over 
complete control to the present requisitioning authorities. | 


| 1, Leeal managers have been listening attentively te the 
vireless. With inevitable miner eeerve eee they gonsider public-~ 
ity from Londen has been well handled. 


/Tney feel 


CONFIDENTIAL. 
hanghai. Telegram No. 149 to Foreig: Of ice 
» 2 


They feel dubious avout comment from Australia and more 


particularly from the veice of Ameriea, but realise that such 
comment cannot be contrelled, 


Foreign Office please pass to Hong Kong as my telegram 
No. 32, 


[Copy sent te C,0. fer repetitiom to Hong Keng]. 
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SECRET 


Addressed te Fereign Office telegram Ne t f 27th May, 


Repeated fer infermation Saving te: Shanghai 
By Keng 


(ewes) f 198 


‘Shanghai telegram Ne. 111 Saving: British business in China, 


This infermatien is mest useful and quite enceuraging. It is 
impertant that we sheuld be kept infermed ef what firms are doing 
and ef the pregress ef their discussiens, and I would therefere 
suggest they sheuld send me direct er threugh Hef Majesty's 
Censulate General cepies ef such relevant cemmunicatiens as they 
may address te the lecal autherities, 


2. I had been censidering the desirability ef inferming the 
Ministry ef Fereign Affairs whenever any British cencern had netified 
the lecal autherities ef the intentien te withdraw, if only se as 
te indicate the centinueus interest and suppert ef Her Majesty's 
Gevernment. Hewever, in view ef the pregress apparently being 
made by the firms mentiened in paragraph 2 ef Shanghai telegram 
under reference, I think that in the absence ef ether considera- 
tiens there weuld be ne (repeat ne) advantage in “eing se and that 
we sheuld adhere te the eriginal prepesal te appreach the Ministry 
ef Fereign Affairs only when majer difficulties were being 
enceuntered, 


Fereign Office are pass te Heng Kong: ag. my Saving telegram 
Ne. 15. 


[Copy sent te Celenial fer regetitien te Heng Keng]. 
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FROM FOREIGN OFFICE TO PEKING 


En clair, — DEPARTMENTAL DISTRIBUTION . 
FO.1105/199. 


N0.495. 


De 9.03 Delle 28th May, 1952. 
28th May, 1952. 


Addressed to Peking telegram No.495 of 23th 
May, 1952. 
Repeated for informatim to Shanghai end Hong Kong. 
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Your telegram No.40 [of 27th May: British 
business in China]. 


I agree, 


2. Reference paragraph 1, China Association 
have been requested to arrange. 


DISTRIBUTED TO: 
China and Korea Department. 
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FOREIGN OFFICE, SeWele 
(FC 1105/199) 3rd June, 1952. 
CONFIDENTIAL 


I enclose the texts of two telegram, 


Shanghai to Peking Noe 111 Saving and Peking to 
Foreign Office No. 4ho. 


We have replied to Mr. Lamb saying that 
we agree with his views as expressed in Pekirg 
telegram Noe 40... If the China Association see 
no objection, perhaps arrangements could be made, 
as suggested in paragraph 1, for the firms to 
keep him informed of the progress of negotiations 
by copying relevant letters to him? | 


forrs gencop ly) 
(og) 


(CeHe Johnston) 


GeKe Mitchell, Fsqe, 
China Associatione 
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Confidential. 


A-ddressed to Peking tel. no. SSh of 
June I< » repeated for information to Shanghai 
and Hong Kong. 

Your tel. 440 fof May 27th: withdrawal 
of British firms7. 

At digscussion with China Association 
Ovadia urged that Shanghai iiineirs shows pe 
fully CORSET TOS prior to any further stepe being 
taken. In view of time interval involved in this 
procedure destiintumic it desirable to begin now to 
consider the next step. 
Ze The China Association suggest that, in 
the svent of no response having beeny received 
from the Chinese xm ~ June 40th to vour tase of 
May 19th, and if by them there is no material 
change in the situation a further note should 


A 
be presented as envisaged in para. 2 of your tel. 


no. 422 [of May 19th/. This would state that a 


, number of firms have now put in their applications 


for withdrawal and that many are still awaiting 


‘the carrying out of the request in para.4 (c) 


of your note of May igth. It would go on to 
request that the machinery asked for in that note 
should be set up without further delay and 

suggest that, if it would be helpful, a party of 
British businessmen from Shanghai would be willing 
to, pay a visit to Peking with a view to discussing 


the whole problem and arriving at agreement on 


vthe basic principles to govern the withdrawal 


A 


procedure. (The principles: involved are BLXESUEEE 

those set out in "Further Notes from Shanghai 

Chamber for Head Uffices in London and Hong Kong"), 
/The tj 
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The note would add that in the event of ‘undue ‘d¢lay in 
arriving at satisfactory arrangements for withd#awal 


of the British firms, the time must come when 


remittances from sources outside China would ce 
pre Ovadia has been to see us and made the 
same points about consulting Shanghai in advanc 
and taking up the "basic principles" of withére 
in Peking. We are inclined to agree with the 


now 
action/suggested by the China Association but 


would welcome your comments and those of ‘a 


at Shanghai, as well as those of Shanghai manag 
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FROM FOREIGN OFFICE TO PEKING 
Cypher/OTP DEPARTMENTAL 
_ DISTRIBUTION 


Ne. 554 D. 5.35 pom 18th June, 1952 
18th June, 1952 


PRIORITY 
CONFIDENTIAL 


Addressed te Peking telegram Ne, 55) ef 18th June, 
Repeated fer infermatien te Shanghai and Heng Keng. 


Yeur telegram Ne. 440 [ef 27th May: withdrawal ef British firms]. 


At discussien with China Asseciatien Ovadia urged that Shanghai 
managers sheuld be fully censulted prier te any further steps being 
taken, In view ef time interval invelved in this precedure it seens 
desirable te begin new te consider the next step, 


2. The China Asseciatien suggest that, in the event ef ne 
respense having been received frem the Chinese by 30th June te yeur 
Nete ef 19th May, and if by then there is ne material change in the 
situatien, a further Nete sheuld be presented as envisaged in 
paragraph 2 ef yeur telegram Ne, 422 [ef 19th May]. This weuld state 
that a number ef firms have new put in their applicatiens fer with- 
drawal and that many are still awaiting the carrying eut ef the request 
in paragraph 4 (c) ef yeur Nete ef 19th May. It would ge en te 
request that the machinery asked fer in that Nete sheuld be set up 
witheut further delay and suggest thet, if it weuld be helpful, a party 
ef British business men frem Shanghai weuld be willing te pay a visit 
te Peking with a view te discussing the whele preblem and arriving 
at agreement en the basic principles te gevern the withdrawal precedure, 

| (The principles invelved are these get eut in “Further Netes from 
Shanghai Chamber fer Head Offices in Lenden and Heng Keng"), The 
Nete weuld add that in the event of undue delay in arriving 
at satisfactery arrangements fer withdrawal ef the British firms, the 
time must come when remittances frem seurces eutside China weuld 
ecase, 


3. Ovadia has been te see us and made the same points abeut 
consulting Shanghai in advance and toking up the "basic principles" 
ef withdrawal in Peking. We are in@lined te agree with the aetien- new 
suggested by the China Asseciatien but weuld welceme yeur comments and 
these ef Her Majesty's Sensul General at Shanghai, as well as these ef 
Shanghai managers, 
DISTRIBUTED TO: 
China and Kerea Departnent 
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e Inward Telegram to Commonwealth Relations Office 
i F (05 


FROM: U.K. HIGH COMMISSIONER IN INDIA (ACTING) 


RPTD: PEKING 


D: 22nd May 1952 
R: — May 1952. 


\ 
Noe 95 SAVING ‘CONFIDENTIAL 


Addressed Commonwealth Relations Office No. 94 Saving, 
repeated Peking No,?2 Saving. 


\“c WV OS 130 


Your telegrams Y. No.200 and Y. No.201, 
BRITISH BUSINESS INTERESTS IN CHINA 


—_—__— 


I have explained position to Foreign Secretary and given 
him copy of note-delivered to Central People's Government. 
He made wo comment, 


Copy to:~= 


Thomas 
Le Toca 
Mills 
Foreign Office Drinkall 
Graham 
Treasury é‘ M.T. Flett 
‘Tel. Section (4) 
B/Trade ' Mr, Percival 
Cablegram Section (10) 
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IS. ae 


_MOMt. Wyatt,—To ask: the Secretary! 
statement on the difficulties now 


befered RK Mota, : 2é 5” May 
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os 


ERED 26 MAY 1952 
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and what action he proposes. 


| REPLY ATTACHED. : 


S citarein Mieenitbineiee ly: na. ete? * 


Ww 29// 


—— 


(CHINA ond KOREA. b. 


Parliamentary Question 


BRITISH FIRMS, CHINA | 


15. Mr. Wyatt asked the Secretary. of 
State for Foreign Affairs whether he will 
make a statement on the difficulties now 
being experienced by British business 
firms in China; and what action he 
proposes. 


Mr. Selwyn Lloyd: I would refer the 
hon. Gentleman to my right hon. Friend's 
statement in the House on 20th May. 


_ Mr. Wyatt: May I ask two questions? 

Has there been any reaction so far from 
the Chinese Government to the new 
arrangements? Secondly, have Her 
Majesty’s Government yet had any reply 
about their inquiries following the 
Moscow Conference? 


Mr. Lloyd: The answer to both ques- 
tions is, “ No, Sir.” 


Mr. S. Silverman: Will the right hon. 
and learned Gentleman in the first place 
bear in mind that if he would like any 
information, in addition to the informa- 
tion already supplied, about anything 


C HOGA . 


20th Ma i 


of: State for Foreign Affairs, whether he will make a 
being experienced by British business firms in Cttina ; 


‘ 


4 


—) 


The Secretary of State made a full 
statement on the withdrawal of British firms 
from China to-day, 2Oth May. 


Draft reply submitted. 


Ch Shue - 


(C.H. Johnston) 


Ze 


Ab ae 
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Which took piace in th 


ence, it is readily at his disposa] ; 
country > and, im the seeal gléce: “in 
e bear in mind that until the Japanese 


forced us out of the Chinese market by 
unfair trading methods, China afforded 
one of the most valuable of Lancashire’s 
export markets? Will he assure the 
House that the Government will do 
nothing to put any obstacle in the way 
of any persons in either country co- 
Operating to reconstruct that trade? 


Mr. Lloyd : Her Majesty’s Government 
are well aware of the value that there 
would be of trade in certain commodities 
between this country and China, and 
certainly we should include withiu that 
category the products of Lancashire. As 
far as the first part of the question 1s 
concerned, if anything is to come of this 
business it seems that the Chinese Gov- 


ernment should make some reply to 


sentations which we made on 28th 
April. I hope that they will do so. 


e Moscow Confer- 


| 


: 


pd VaNy19592 || 


ERENT! QOOBEPT. 


24 (5152 


DRAFT REPLY TO I would refer the Honourable , 
PARLI AMENTARY mary vk. fie Aa 


QUESTION Gentleman to ee 


Yew elas 
Noe 8 i—mede in the House en-20¢h May. 


Mr. Woodrow Wyatt yh 
Wednesday, 2lst May | 
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CHINA Apaneiatian 4 


TELEPHONE BROAD STREET HOUSE, 


LONDON WALL 1160. 


2440. 54,OLp BrRoaD STREET, 


TELEGRAPHIC ADDRESS 


Lonpbon, E.C. 2. 
DOLMIR LONDON 


ia y, LID 


ily dear Johnston, 


A few days ago I received a letter from Vollar 
COVE ring a covy of a letter which he nad addressed to samb 
in reking, and which he had asked aldington to forward by 
vhe a. his letter to Lamb sketched some ideas 
rega ng the constitution and functions of a new 
organisation for conducting sritish business in Vhina, 
and vVollar asks me to request you to wire briefly to 
Lamb asking for his thoughts on this subject. it you 
€ Tee ; should be grateful if you would pass this request 
LO wamde 


: lieantime, I think 1 should let you know that 

I (and I believe a number of the wembers of my vYoumittee) 
feel that Vollar has acted prematurely and without much 
auvhority in thus writing to »amb - I gather from John 
Keswick, who has just arrived in +ondon, that although 

the Hong Kong people knew that Collar contemplated writing 
they did not see or agree the letter before it went. 

lay criticisms are 


(a) that in a matter of this kind the views of 
all firms should be coOmordinated before 
HeileGe OT their revresentatives are worried; 


(b) that the letter deals with the subject from 
One point of view only, viz: that af an 
importer into China, and does not deal with 
the problems of export trades, shipping, 
insurance, and so 9n; and 


oe 


—— VE 


Mt ie ray ri) ey G.8. 


| 


omens 
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RUYS/EZ 
meinen “ei : 


(coc) that it is altogether premature to begin 
to discuss the shape of a possible 
organisation in this kind of detail. 


Weedless to say,I am telling Vollar of my point of 
VieWe 


Yours sincerely, 


UelHesoOhnston, 4sq., 
toreign Office, 
London, Deebe 
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Draft. 
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FROM FOREIGN OFFICE TO PEKING 


Cypher/OTP PARTNENT 
FC 1105/202 DISTRIBUTION 


Ne. 50 
3rd June, 1952 D: 8.30 pom 3rd June, 1952 


Addressed to Peking telegram No. 507 of 3ra@ June. 
Repeated for information to Hong Kong. 


British trade with China. 


Mitchell of China Association has informed us that 
Collar has written to you through Political Adviser Hong 
Kong giving his views about the constitution and functions 
ef the proposed new trading organisation. Collar has asked 
if you would give your comments on his letter. We have not 
yet seen a copy of this letter but should also be glad to 
have your comments. 


2. In informing us of Collar's action, Mitchell felt 
that we ought to knew that this letter was not seen or 


agreed by others concerned in Hong Keng. He points out 
that it deals with subject solely from point ef view of 
importer inte China, that to ge into such detail in premature 


at this stage and that in any case views of all firms should 
first have beex coordinated. 


3, Mitchell has informed (igllar of his views. 
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FOREIGN OFFICE, 8.W.1. 
(FO 1105/202) Zth June, 1952. 
CONFIDENTIAL 


Thank you for your letter of the 27th May 
saying that Collar had written to Lemb giving 
his views on the proposed new treading organisation. 
We have telegraphed to Lamb saying that Collar 
would like to have his comments and Lamb will 
presumably telegraph his reply to Hong Kong and 
the Foreign Office. I will of course let you 
know Lamb's views as soon es they are received. 


I have also told Lamb of your criticisms 
so that he has the appropriate background. 


Unless there is any objection perhaps you 
would let me hawe a copy of Coller’s letter? 


ers seers ) 
pe) 


(C.H. Johnston) 


G.A. Mitchell, Esq, 
China Associstion. 
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FROM HONG KONG (Sir A. Grantham) 


simplex D. 10th June, 1952. 
x. i0v = =—*® 10.45 hrs. 
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CONFIDENTIAL 
0. 474 


Addressed to S. of 5S. 
Repeated to Peking, No. 71. 
(S. of S. please pass). 


. | “OUD rot 
Foreign Office telegram to Peking Ne. 507, \“‘'> 


British Trade with China. 


Collar's letter in question was signed 
“for China Affairs Committee Hong Kong" and had been fully 
discussed and agreed in principle beforehand with others 
concerned, Copy of final version was subsequently 


circulated to other members of the Committee and no one 
expressed dissent. 


Ze Suggestions made were in general terms and 
Mitchell's eriticism that they represent solely the 
importers " point of view seems unjustified. Copy of 
Gollar‘s reply to Mitchell, which follows by savingran, 
appears to us to make several pertinent points. 


(Copies to Foreign Office for 
repetition to Peking) — 


Copies sent tOs= 


Foreign 0: fice (China & Korea Dept. ) J. Snodgrass 


Treasury A.K. Ogilwy-Wevd 
Bank of Engiand R.E. Heaseman 


Roard of Trade S.H. Levine 
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CHINA ASSOCIATION. [7 


seit iia BROAD STREET House, 
LONDON WALL 1160O. 
54,O-_p Broapb STREET, 


2440. 


TELEGRAPHIC ADDRESS 


DOLMIR LONDON LONDON, E.C. 2. 


19D5k6 


wy dear vohnston, 


iith further reference to your 
May 20th (FC 1105/181) , I enclose a woy 
I have to-day received from vercival of j 
irsde, ihich 1 am, of course, passing 


Sincerely, 


CoH Johnston, tga., 
foreign Office, 
S.W.4. 


Board of trade, 


London, %6th May, 1952. 


My dear Mitchell, 


Your letter of May 20th, enclosing a copy of one 
from Mre Hede SYollar of Hong Kong raises an exceedingly 
tricky question, on which I do not think I can say more than 
that we should be prepared to look at any concrete case put 
to uSe 


If the Board of Trade refused an export licence to a 
UeKe applicant, we should, of course, be ready to certify that 
this had occurred. (You will remember that the letter of 
July 24th from the Shanghai Vhamber of Yommerce said that this 
was the most common cause of the trouble). 


But it is a very different matter when it comes to 
requests not to be in a hurry to deliver’ to a certain 
destination. In any such case we should need to know what 
was the contract and exactly what was said and what was our 
information at the time as to theobligations of the U.K. 
supplier to his buyer in the Hast. In any event compliance 
with a request seems to fall a long way short of force majeure; 
and over and above this there is the complication that the 
seller relying on the force majeure provision is not the person 


who complied with the request and may not even be his agent 
or subsidiary. 


In so far as we can properly help, we wille But we 
should have to look at each case individually and to know 
all the facts about it first. 


Yours sincerely, 


(sgd) A~EePercival. 


Ge EeMitchell 3 Kg qe 9 
Vhina Association. 


With the Compliments 


of the 
Assistant Secretary 


S. H. Levine 


BOARD OF TRADE 
Commercial Relations and Exports 
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My dear Hitecheli, 


26th May, 1952. 


Your ietter of May 20th, enclosing a copy of one from 
ir. Hede Coilar of Hong Kong raises an exceedingly tricky 
gucetion, on which I do not think I ean sey more than that 


we should be prepared to look st any conerete cases put io Wi - 


If the Bo ~mi of Trade refused an export iicence to e 
Uewse applicant, we sheuld, of course, be ready to eertify 
that «his hed occurred, ‘ou will remember thet vhe letter 


of July 24th from the Shanghai Chamber of Commerce said that # 


this wos the -oet common. esuce of the trouble). 


But 4t ts a very different maitier wher it comes to 
requests not to be in a hurry to deliver to 3s cerssin 
destinavion. In eny such case we should neec :o know whet 
was the conirect and exactly what wae sald and what was our 
information et the time ae to the obligstione of the UeK. 
gsuppiier to his buyer im the Zest. In any event compliance 
with a reoues’ eseeme to fell © iong way ehort of force 
mejeure; and over und sbove this there fe the somplicetion 
that the selier relying on the force majeure provision is 
not the person who complied with the regqueet’ end may not 
even be his agent or eubeidiary. 


in 30 "sr 88 ve can properly help we will. But we 
should have to look at each case individually and to know 
ail the fecis about 1% Pirsie 


Yours eineerely, 


Ae*e Percival 


China .ssoctetion, 
Broeag Street House, 
54, Old Broed Street, 
London, EeCe 20 | 
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; TELEPHONE Dr “er 


Mansion House 854i. 


; ees AeAonghong end Mhanghai anbing layperation 


RemiTTANces mane PAYABLE TO (INCORPORATED IN THE CoLoNY OF Hone KONG). THE LIABILITY OF MEMBERS IS LIMITED TO THE 
“Ten Wossesebeee alte Seennerea Basnune Conpenanon” EXTENT AND IN MANNER PRESCRIBED BY ORDINANCE No.6 oF 1929 oF THE COLONY. 


NOT TO INDIVIDUALS. 


PLEASE MARK REPLY IN TOP LEFT CORNER. 


_Managers' peer 


PRIVATE AND CONFIDENTIAL. 


My dear Johnston, 


CLOSING DOWN IN CHINA. 


Early this month, Lloyd, at one of the meetings of the 
Special Committee of the China Association, indicated that it 


would be of assistance to the Foreign Office and H.M. Treasury 


if firms could submit in confidence a statement of expenses 


incurred in China to date necessitating the remittance of Sterling 
or Hong Kong Dollars together with an estimate of the probable 
cost of liquidating business in China so that the foreign staff 
there might be free to leave. 

I have now received a statement from our Head Office 
and enclose four copies for private circulation in the Foreign 
Office and in the Treasury. 

You will appreciate that some of the figures are very 
rough and ready, especially those under item (2) Pre-War Deposits 
and Item (3). Item (3) is only an estimate of the total cost 
of closure, i.e. Staff Pay-Offs, and naturally this estimate will 


be increased proportionately by any further delay in closure, 


Yours singerely, 
C. H. Johnston, Esq., Fok | 


Foreign Office, 
S.-W. 1. (S. A. casas! 


, 
/ 


iy fr 


CLOSING OF OFFICES IN CHINA. 


The Hongkong and Shanghai Banking Corporation 


Statement for the years 1949, 1950, 1951 and first 


guerter of 1952. 


TOTAL OF PAST REMITTANCES MADE FOR PAYMENT OF 
SALARIES, WAGES AND GENERAL OVERHEADS. 


Working loss remitted to Shanghai HK$339,000 £21,187 
" " ae. ft 700,000 43,750 


" . : 2,253;000 134,503 
First Quarter “ 385,000 2,062 


HK$. 3,577,000 £223,562 


Pay-Off remitted to Shanghai 


Swatow and Tsingtao HK$ 377,000 
Tientsin 

Chungking 

Hankow 

Amoy 

Foochow 


Canton 54,000 


£23,562 
46,875 
875 
1,813 
4,125 
4, 812 
3,375 


HK$ 1,367,000 = £85,437 


Total Section 1 - i.e. funds actually remitted to China 


Working Losses HK$ 3,577,000 £223,562 
Staff Pay-Offs 1, 367,000 85,437 


HK$ 4,944,000 £308, 999 


NOTE: Although we were forced to remit Tientsin pay-off, 


Authorities have not yet permitted disbursement to 
Staff, 


2. AMOUNTS PAID OUT OVER LAW SUITS AND AN ESTIMATE OF OUTSTANDING 
CLAIMS BY THE CHINESE AUTHORITIES INCLUDING OUTSTANDING LAW CASES. 


(a) Amounts actually paid out and remitted to China. 


Case No.l. Tientsin Compradore HK$478,000 
No. 2 " ” 41,930 
No.3 Moukden Compradore 17,948 
No.4 Peking Compradore 128,000 


£29,875 
277621 
1,122 
8,000 


HK$ 1,065,878 £66,618 


(b) Cases pending. 


In line with the above cases it looks as if we shall 
be sued by our ex-Chefoo Compradore. Up to now he has suggested 
a compromise rather than go to court. We have refused to 
compromise. If it goes to court Yoxall estimates that on the 

basis of past cases it would cost HK$125,000 = £7,800. 


as 


(c) Other possible Claims 
Frozen U.S. dollars 
Whilst we have received nothing in writing sufficient 
hints have been given verbally to show that the Chinese 
Authorities expect us to make good in some other free currency 


their frozen U.S. dollars held by us or for which they hold 
us responsible. 


Our position is :- 
Blocked and held in N.Y. a/c Shanghai U.S. $780, 000 
| Tientsin 655,000 

Peking 1,000 

Tsingtao 169,000 


1,611,000 


Amount held by Swiss Bank a/c an L/C 
issued by Shanghai 987, 000 


a 


U.S. $2,598,000 


Pre-war Deposits. 


It is quite impossible toestimate anything like 
accurately the amounts involved in this question for we cannot 
even guess on what deposits the law if promulgated would apply. 


In any case the answer to any demand under this heading must be 
‘nO’. 


Two figures are quoted by Shanghai :- 
Deposits standing in Shanghai's books at 8.12.41 
C.N.$278,000,000 @ 20 = _ _U.S.$13, 900,000. 


During the war liquidators paid out vast sums and on re- 
occupation we reinstated deposits totalling only 
C.N. $89, 000, O00. 


If this was the basis adopted our position would be 
C.N. $89,000,000 @ 20 = U.S.$4,450, 000. 


(Agencies figures not yet available) 


An estimate of the total cost of Closure. 


On the basis that broadly our liquid internal 
assets will meet liabilities no remittance should be necessary 
to cover repayment of our depositors (i.e. if Pre-war Deposit 
problem does not arise). Therefore the only expense that 
Should arise is Staff Pay-Offs which we estimate as follows :- 


Shanghai HK. $3,000,000 = £187, 500. 
Peking 500, 000 = 31,250 


£218,750 
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FROM WASHINGTON TO FOREIGN OFFICE x) ) ( + Ly) 
No. 585 Saving oe | e 
St May, lai oh a eras in D. 4,00 pom. 31st May, 1952. : parr 


“Survey of American Press and Radio Reaction 
to the Liquidation of British Commercial Interests 
in China. las 


~* Our Note to Peking figured prominently in 
broadcasts of Moy 19th and in newspapers of May 
20th, but your announcement in the House of 
Commons on May 20th was less conspicuously 
reported, Fairly widespread comment has dealt 
almost solely with the "withdrawal", and little or 
nothing has been said abcut your statement on 
future trade relations with China, 


a. Over two-thirds of the 50 or So comments 
seen regard the withdrawel as proof that "the 
suprosedly realistic British recognition of the 
Reds has been unrealistic from the start" 

(New York Times) and are Somewhat smugly glad that 
Britain has learned at last that "you can't do 
business with the Communists". (We have seen only 
three papers = the Christian Science Monitar, 

St. Paul Pioneer Press and Wilmington Journal 

Which say that recognition was rperhars right). 

Many editorials express surrrise that Britain still 
does not intend to withdraw recognition from the 
Peking regime pointing out that this recognition 

is in any case a wholly one-sided affair. A few 
writers also claim that the treatment accorded 
British commercial and diplomatic representatives 
in China disproves the theory that the Chinese 

Reds can be weaned away from Stalin and led into 
the paths of Titoisn. Although only a dozen 
papers srecifically advise or demand that we 
abandon our recognition policy, it is generally 
hopec that British rolicy in China will henceforth 
more nearly parallel that of the United States. 


3. Whilst the content of editorials is 
markedly similar in newspapers all over the .country, 
their tone varies somewhat. The ~rorortion of 
commentators who commiserate with Britain is : 
rather small (about 1in10). This minority is 
concerned over the unfortunate effect which the 
loss of trade and assets will have on Britain's 
economic position, A few refer to Britain's need 
to find new markets, perhaps in South East Asia, to 
replace her China trade. Some are genuinely sorry 
to see a friend lose the product of 200 years of 
enterprise and hard work. & somewhat larger | 
proportion of the comment (about 1/3) is mainly 
factual in content and neutral in tone. The 
remainder, (i.e. over half), ranges from mildly 
critical to downright nasty. The latter refer to 
our China policy as "another experiment in 
apreasement", recall British relations with Nazi 
Germany before 1939, and revive the bitter 
criticism (dormant for the vast few months) of 
trading with the Chinese Communists whilst American 
and British soldiers are dying in Korea, IHR 


/4. There mes, 


<< ee j 


4. There has been little discussion cf Britain's future commercial 
relations with China - partly, it seems, because our Note~is taken as a 
Sign that such relations have become all but impossible. Your proposal 


for a corporation’ to carry on trade with the Chinese G:vernitent,-has- so 
far only evoked a comment in a small Philadelphia newspaper, which 
wrote that if Britain still believes seriously that she will be 
permitted to operate in China, then she is only fooling herself. 

This attitude is ee fairly typiéal. 


9 
1952 


Pees 


F 


FAR EASTERN DEPARTMENT 


Py fy he | 4 Y 
wiiiNA 


Fc Nos [206 | 


FROM F.0, (/emuh 
Te. BFE. 


No. 
Dated 22 s/ Cy, 


Received in 


Registry— if> 


Last Paper 


References 


(Print) 


(How disposed of) 


(Index) 


= 


wy 
be,| 


Next Paper 


\\ 


(Minutes) 


7 a 
fe ‘ ’ ( 4 *y 


| Cllos/Z06 


I attach a draft record of the talk with 
Keswick, which you may care to send to the 


Secretary of State. 


fs. fed” 
pe ee 
(Rs He Scott). 
29th May, 1952. 


Lord Reading 


| Registry 
No. 


BRITISH FIRMS IN CHINA 


Top Secret. 


Secret. 
Confidential. 
Restricted. 


Open. R. H. Scott brought John Keswick to tea 


Draft. Minute with me in the House on May 28th. Keswick 
(brother of W.d. Keswick, the head of the London 


to the 7 
Office) is the manager of the Hong Kong branch 


Secretary of 
State of Jardine, Matheson & Co. Ltd. He has just 
from arrived from Hong Kong and is returning via 
Lord Reading. Washington this weekend. 
We discussed the problems of British firms 
Crk in China, and I was interested to find that 
Copy | 5 Ay Keswick takes a rather more cheerful view of the 
A ieneg outlook than some of his business colleagues. 
= NuTong He thinks that the Chinese may perhaps not make 
_ © Makes things too difficult, and that they may allow 
. (i Diye nw. the firms to close down in China and the foreign 
(\. eel staffs to leave China without too much fuss. 
Brersan Rey” This efi.courgg would be because it suits Chinese 
policy that these firms should wind up in China. 
As regards the future, Keswick is not very con- 


fident that much will come of the proposal to 


establish a British trade delegation inside 
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China, though if a delegation goes out, he thinks 
it would probably be more effective to send out 
| new faces. 

He thinks that the Americans have much to 
learn about Hong Kong and intends to do what he 
can whilst he is passing through Washington to 
put the Hong Kong point of view. He was fully 
conscious of the importance of the proper 
handling of American visitors passing through 
Hong Kong, and told us that, now that he is a 


member of the Executive Council, he is going to 


rub in the need to look after visiting Americans 


more / 


more successfully than in the past. 

I am sorry that he will have left 
before you return to the Office, as I think 
you would have peen interested to talk to 
him. I expect that you know him already. 
He is the brother who was with Mountbatten 


during the war: the other (W.J. Keswick) 


was at one time with Duff Cooper in 


(4 so/l: 


Singapore. 
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Confidential. 


Mr.e CoH. Johnston 


FOREIGN OFFICE, S.W.1. 


DQ. May, 1952. 


CONFIDENTIAL 


Arthur Ringwalt drew my attention today to 
speculation in the press here to the effect 
that the Secretary of State's statement in 
the Hjouse of Commons on May 20th about British 
business interests in China might mean a 
Change in the China policy of H.M.G. 

I told him that the policy of H.li.G. 
had not changed. What had happened was 
that the policy of the Central People's 
Government had made it impossible for firms 
in China to continue trading as before, and that 
H.M.G. felt they could only endorses the decision 
of the firms in question. As the Secretary of 
State had said in the House of Commons, both 
H.M.G. and the firms hoped that trade with 


(as opposed to in) China would continue. 
Ott et iei, 
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6 FOREIGN OFFICE, 8.W.1. 


CONFIDENTIAL. — 22nd May, 1952. 
(Cua J2 ot) 


Arthur Ringwalt drew my attention today 
to speculation the press here to the effect 
that the Secretary of State's statement in the 
House of Commons on 20th May about British 
Dusiness interests in Chine might mean a change 
in the China policy of Her Majesty's Government. 


I told him that the policy of Her Majesty's 
Government had not changed. What had happened 
was that the policy of the Central People’s 
Government had made it impossible for firms in 
China to continue trading as before, and that 
Her Majesty's Government felt they could only 
endorse the decision of the firms in question. 

As the Secretary of State had said in the House 
ao fiaup hegad teat ake ease toe tapeade t0 i) 

ms Ww as oppose 
China would contimue. a2 


I added that, notwithstanding speculation 
in the “Daily ty al and other papers, Her 
Majesty’s Government no intention in present 
circumstances of withdrawing our representation 
from Peking. 


I om sending a copy of this letter to 
Leo Lamb. : 


(C.H. Johnsten) 
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Ref: FC 1105/186 5th June, 1952 


C. H. Johnston, Esq., 
Foreign Office, 
Whitehall, 

LONDON, S.W.1l. 


My dear Johnston, 


Many thanks for your letter of 23rd May. 


I did not think it desirable or necessary 
to broadcast to the members of the China Association the 
fact that tentative negotiations for a lease of our 
Shanghai business were in progress, but how that this is 
public knowledge by reproduction in the China Association 
Circular of Shanghai Telegram No.1ll to Peking dated 
23rd May, you will understand why I did not want the 
additional complication of closing down to be mentioned 
in Peking by Lamb for the time being. 
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Dio. ad; ns a rece 
Please refer to your letter of the 3rd June 

to Percival enclosing a copy of the first draft of 

the paper to be submitted to the Economic Policy 

Committee on the Closure of British Firms in China. 

We agree in general with the line taken in your 

paper and the annex, but think that Hong Kong's 

difficulties should be more fully stated. With this 

in view I attach a list of suggested amendments to the 

paper and the annex. 


I am sending copies of this letter and enclosure 


to Percival (Board of Trade), Serpell (Treasury) and 
Heasman (Bank of England). 


(J. B, Sidebotham) 


C. H. Johnston, Esq, 
Foreign Office. 


| \ 
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Amendments to draft E.P.C. paper. 


Paragraph 5 (c) delete from "There is no" to end of subparagraph 
and substitute ; 
"Remittances from Hong Kong to China are not controlled. It is 
the opinion both in Hong Kong and at the official level in this country 
that complete control of remittances from Hong Kong is not-a-practicable 
proposition and that any partial control covering only remittances by 
particular firms, though theoretically possible would be both futile in 


practice and provocative in effect". 


Amendments to Annex 


Paragraph 5 (iv) delete and substitute : 
"Introduction of control over remittances to China by Hong Kong and’ more 


stringent control over remittances to China by other British territories 


(mainly Malaya)". 


Paragraph 5 (v) delete and substitute : 
"In the absence of any general control over remittances from Hong Kong 
to China under the preceding subparagraph, a special control over 


remittances by non-Chinese firms in Hong Kong to China". 


Paragraph 6 (ii) delete last sentence and substitute : 
"The blocking of Chinese sterling, whether or not this included the 
blocking of Chinese held Hong Kong dollars, would involve a major 
departure into new fields of economic warfare and would be open to 


the objections outlined in (i) above." 


Paragraph 6 (iv) Add at end of first paragraph ; 
"Any general control over remittances from Hong Kong to China would, 
even if practicable, dislocate Hong Kong's remaining trade with 
China (largely financed by remittances) and, if properly enforced, 
would intensify the increasingly hostile attitude of the Chinese 


Central People's Government towards the Colony". 


a 


/Peragraph 7 


Paragraph 7. Delete from "The loophole is Hong Kong ....e.. " onwards 

and substitute the following : 

"The loophole is Hong Kong where there are no restrictions on Hong Kong 
dollar payments to residents of China. An order could be made in the 
Colony under existing legislation making such restrictions in respect 
of certain specified non-Chinese firms in Hong Kong (i.e. those with 
branches in China) but conditions in Hong Kong are inevitably such 
that the firms could in fact easily get round the regulations and 
either remit funds to China or make payments to residents of China 
temporarily in Hong Kong, if pressed to do soe. The Chinese of course 
are well aware that this is so and the introduction of any such order 
would therefore make conditions more,rather than less, difficult for the 
firms concerned and for their staff in China. The Governor of Hong 
Kong is strongly opposed to the introduction of any order of this 


nature which would be nugatory in practice and extremely provocative 


in effect. 


Paragraph 8 (c) Amend to read ; 
"General control of remittances from Hong Kong to China might well be 
disastrous to Hong Kong's economy and, therefore, internal security, 


while special control over remittances by non-Chinese firms in Hong 


Kong to China would be futile in practice and/ potentially dangerous 
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Siem 9th June, 1952 
Dear Johnston, ae @ ost All| | 


antes pinta 


I am replying to your letter to Percival (FC 1105/169) 
of 3rd June enclosing a draft paper for the Economic Policy 
Committee. 


The following are the sugcestions which we have to make, 


§ 

First as to the memorandum,(d) and (e) do not seem to 
be conclusions from anything that’ came before so much as 
assumptions which we feel it reasonable to make. I think 
these two sections should be deleted from the conclusions and 
worked somewhere into paragraphs 1] and 2. 


Secondly I think that conclusions (b) and (c) might be 
rewritten as follows in order to make the reasoning clearer. 


(>) None of these measures is likely to be effective 
in securing the release of the firms’ representatives 
from China. Indeed, if as a result of the general 
deterioration in the political situation it became 
necessary to exert increased pressure against the 
Chinese the probable effect would be to make the 
release of the firms' staffs more difficult. 


(c) Powers to control remittances to China from the 
U.K. and other parts of the Commonwealth already 


/exist 
Ge Me Johnston, MHSQey, 
Foreign Office, 
Downing Street, 
Deitiete 


od 


A 


y 
exist but the strict exercise of them would —— 


futile so long as there are no restrictions m 
remittances from Hong Kong. While control over 
remittances to China could be instituted in Hon 

Kong the view of the Governor / which we accept 

is that such a step would be politically undesirable; 


in any event it would be liable to widespread 
evasione 


-3->-- The last two sentences of paragraph 6 might be deleted. 
If the Chinese are also aware of the objections to taking any 
of these measures then the knowledge that it is theoretically 
possible for us to take them will not be a deterrent. 


Le The second sentence of paragraph 7 would be clearer if 
it ended “explain to the Chinese authorities that it is due 
to the action of H.ii.G. that they are unable to remit money." 


As to the covering paper, paragraph 5 (b) and (c) would 
of course be redraf'ted to tie up with the memorandum and 5 
(d) and (e) omitted. 


The maim fundamental point relates to paragraph 5(c). 

As now drafted the memorandum appears to accept the rutenmay 
that control of remittances from Hong Kong would be undesirable , 
whereas paragraph 5(c) of the paper merely records the view 

of the Hong Kong Governor. Keconmmendation 6(a) invites the 
Cabinet to concur in the conclusions. A record of the Hong s 
Kong Governor's view is a fact in which one can neither concur bp 
v7mor not concur. It seems to me that we must come down one 

Way or the other; either we accept Hong Kong's advice, in 

which case 6(c) can be deleted altogether; or we regard 

that advice as merely one of the elements to be considered, 

in which case paragraphs must be added to the paper setting 

out the reasons for and against controlling remittances from 

Hong Kong, so as to give Ministers some material on which 

they can form their decision. My own inclination is the latter, 


/out 


BOARD OF TRADE, 
HORSE GUARDS AVENUE, 
WHITEHALL, S.W.1. 


9th June, 1952 
C. H. Johnston, Esq, (Cont'd) 


but the point is primarily one for you, the Treasury and 
the Colonial Office. 


I doubt if a further interdepartmental meeting is 
necessary, but will gladly attend if you and the other 
recipients of your letter (to whom I am copying this reply) 
think it would be useful. 


Yours sincerely, 


S heLeme, 
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FROM SHANGHAI TO FOREIGN OFFICE 
Cypher/OTP FOREIGN OFFICE 
AND WHITEHALL 
DISTRIBUTION 
Mr, Bamstead 


No. 163 D. 8.06 a.m. ilth June, 1952 
Tth June, 1952 R. 9.50 a.m. lith June, 1952 


CONFIDENTIAL io 

neater ra atnineinatnamntatitntter nee aitiee ae a q:0oO S q S OH 
Addressed to Peking telegram No< 420 Saving of 7th June, 

Repeated for information to Foreign Office and Hong Kong. 


Your telegram No. 440 to-Foreign Office. 


Chamber of Commerce have arranged to give me details of steps taken 
by member firms and I shall keep you informed. a FO Wo <| In y 


(AY 2 . Developments since my telegram No, 111 Saving are as 
follows: (Notification of intention to withdraw has been given to the Foreign 
Affairs Department and to their Unions by British General Electric Company; 
the three British banks, Caldbeck Macgregor; Butterfield and Swire on 
behalf of Holt’s Wharf, "Orient Paint Company, Swire and Maclane, and Taikoo 
sugar refinery. (Butterfield & Swire themselves still await instructions). 
The banks will notify the Bureau of Industry and Commerce in two or three 
days; the others expect to follow shortly after, as they receive the 
necessary documents from Head Offices, Jardine Matheson and Company 
will be a little delayed as written instructions are to be sent from Hong Kong 
following Keswick's return on June 10th. There has so far been no 
reaction either from the Foreign Affairs Department or Unions. ‘B? 

8. Except for China Soap, lease negotiations mentioned in paragraph 

2 of my telegram under reference are being managed on the British side 
by / gp. undec ? James / Ricketts. He has just told me that Shanghai 
dockyards lease is settled; I shall forward details in due course. He 
further tells me that the Chinese intermediary, Sun, apparently with the 
approval of the Peking authorities, is prepared to negotiate further leases 
net merely for Faten and Baldwins but alse fer several ether firms, 
including Jardine Matheson and Cempany, Butterfield and Swire, LC. L, 
and Vestey interests. At this embryenic stage, individual firms are | 
necessarily cagey about their maa and Ricketts ask that this infermation 
be treated confidentially until more concrete develepments take place. 


Fereign Office please pass te Heng Keng a3 my telegram No, 37, 
{ Copies sent te Celonial Office for repetition te Heng Keng 7 
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(12733) 7/51 D.L. 


(Fo 1105/2412) PORSIG! OFFICE, S.Wete 


ME IDE TL 16th June, 1952. 


Further to ry letter FC 1105/1599 of 3rd June, we 
have now heard from Shanghai that the Chariber of 
Comnerce have arranged to give the Consul General 
details of eteps taken by menber firmus. 


lire Bumstead adds that developments since his 
telegram lio.111 Saving to Peking are as follows:- 


Notification of intention to withdraw has been 
given to the Foreign Affairs Department and to their 
Unions by British ral Electric C Ry 3 the three 
British banks, Caldbeck Macgregor; Butterfield and 
Swire on behalf of Holt’s ‘iharf, Orient Paint Company, 
Swire and Maclane, and Taikoo sugar refinery 
(Butterfield and Swire themselves still await 
instructions). The banke will uotify the Bureau of : 
Industry and Commerce in two or three days; the others 
expect to follow shortly efter, as they receive the 
necessary documents from ead Offices, Jardine 
Matheson and Company will be e little delayed as : 
written instructions are to be sent from Long “ong q 
following Keswick's return on 10th June. There has so @ 
far been no reaction either from the Foreign Affairs q 
Depertment or Unions. ; 


(Yrors tencerely ) 
Lag) 


(C.H. Johnston) 
GE Litchell, Sade, 
China Association. 
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Treasury Chambers, 
Great George Street, 
Se We 16 


1ith June, 1952 


Dear Johnston, 


Please refer to your letter of 3rd J 
enclosing a copy of the first draft of the paper for E.PeC. 
on the closure of British firms in China. I give below our 
comments which have regard to those of Sidebotham and Lévine. 


Ze I should like to refer first to paragraph 2 of the draft 
paper itself in which it is stated that the British firms’ 
"“orimary object is to withdraw their foreign staff safely from 
China". Would it not be truer to say that the British firms' 
primary objects are to “protect themselves from further loss 
and withdraw their foreign staff safely"? This is certainly 
the impression one derives from reading the accounts of the 
firms' deliberations in Shanghai and London. It is borne out 
to some extent by the first sentence of paragraph 3 of the 
annex to the memorandum which states “the firms are generally 
agreed that they will not make blackmail remittances to China 
even if the Chinese imprison their staff in consequence", 


Je This is a point of some substance since3= 


(a) there is much difference between action, eege 
control of remittances from Hongkong, designed 
to eae’ the firms in the line they themselves 


are ng, and action to prevent them taking such 
steps as the payment of r ttances to China; 


in due course the Treasury and the Bank of England 
and perhaps the Exchange Control authorities in 
Hongkong will need to decide where legitimate 
remittances end and blackmail remittances begin. 
At that stage it will be important to know how far 
we can rely on the firms’ own assessments. 


lie I feel that this matter has still to be explained in the 
draft E.P.C. paper. So far Ministers have, I believe, only 
"taken note" of fhe firms' decision to leave China and of 
the steps taken through our Envoy to support them. The 
question now being put to Ministers concerns our readiness or 
ability to take action, if necessary, to induce the Chinese to 
comply with the firms' desire to leave China and the recom- 
mendations should perhaps make it clear that H.M.Government 
itself may have to decide whether a particular payment is or 
is not tantamount to "blackmail". We should recognise that 
if an individual firm wishes to avoid paying blackmail and is 
allowed to cite the Exchange Control regulations to justify 
this action, and individual employees are imprisoned as a 
result, HMeG, the maker of the Exchange Control regulations, 
may be exposed to strong criticism. On the other hand an 
individual firm may decide that it is pwepared to go to any 
lengths to complete its withdrawal and secure the safety of 
its employees. HeM.G may feel that the pw oposed remittances 
are far too large to be justified (and indeed prejudice 
the settlements to be made by other roe Are H.M.G. 


/peepared 


Ce He Johnston, Esa, 
Foreign Office, S.W.1- 


prepared to face the objections of the individual concerned 
and the public criticism which may result? 


De The answers to these questions have an important bearing 
on the recommendation to be made about remittances from 
Hongkong. If HeM.G.‘'s line is that it will leave the 
definition of “blackmail” to individual firms then there seems 
to be no reason why the Governor of Hongkong should not be 


asked to take the steps to which he is said (in paragraph 7 of 
the annex) to be opposed. 


6. It is only when answers have been given on the foregoing 
questions that full consideration can be given to possible 
action to apply sanctions. On this matter I have few comments 
to make but I am in agreement with the suggestions made by 
L@vine for "tightening up" the paper. My own view would be | 
that the paper should be re-drafted with the object of present= 
ing the issues to Ministers more clearly than is the case at 
present, and that it would be advantageous for the revised 
draft to be circulated again to the present recipients who can 
then clear any other outstanding matters, giving particular 
attention no doubt to the question of “sanctions” Exchange 


Control from Hongkong. (Incidentally in the first line of 6(iv)- 
of the annex, should not "Pot" be "from"? ) 


I am copying this letter to Sidebotham (Colonial Office), 
Heasman (Bank ofEngland) and L@vine (Beo. Te) 


Yours sincerely, 
Da Sunn 


(D. Re Serpell ) 
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TELEPHONE BROAD STREET House, 


LONDON WALL 1160. 


24.40. 54,OLpD BROAD STREET, 
TELEGRAPHIC ADDRESS LONDON E C 2 


DOLMIR LONDON 


10th June, 1952. 


My dear Johnston, 

I have your letter of June 7th 
(Fo 1105/202), and send you a circular to my 
Committee which contains copies of Sollar's letter 
to me Of May 15th and his letter to Lamb. 


Yours sincerely, 


bw: 
cuts 


~He Johnston, Esaqe, 
“Breign Office, 
. Wele 


yer ay 


( CHINA) 
Cap PY IMPERIAL CHEMICAL INDUSTRIES/LTD. 
a P.0, Box 107, HONG KONG, 
15th May,1952 
Dear Mitchell, 


TRADE MISSICWN 


I enclose a copy of a letter that I have addressed to Lamb, and 
which I have asked Aldington to forward by the bag. 


so far as is known here, Lamb has not been asked for,nor has he 
volunteered,his opinion on the form which the projected British trade 
eroup should take, although he has agreed to the principle.We ought 
to be in a position to present our ideas with the minimum of delay if 
the C.P.G. show an interest. We have already given you our thoughts on 
the subject, with which I think that you are in agreement. Lamb's views 
would be particularly valuable from the angle of suggesting what is 
likely to prove acceptable to Peking. 


Unfortunately, the next opportunity for despatching this letter 
will not get it to Lamb until the end of this month.Aldington therefore 
Suggests that you might ask the Foreign “ffice to cable briefly to 
Lamb to ask for his thoughts. It is unfortunate that this roundabout 
procedure is necessary, but the Hongkong Government would not communic- 
ate directly with Lamb unless on a matter of direct conccrn to Hongkong, 


Yours sincerely, 
( 0/4 . ) Hede COLLAR. 
BNCLOSURE ~ 


_ Dear Lemb, 

It is perhaps rather late in the day to be asking for your 
views on the proposal that some form of organisation should be set up 
in China by British interests to take the place of what we have today. 
That you agree in principle we know, but we have not heard if you havo 
expressed any views on the form that it should take. 


In formulating ideas on this, we have to bear in mind not only 
what we ourselves would like, but also what is likely to be acceptable 
toa the C.P.G. It is on the lattcr aspect that your advice would be 
particularly welcome. 


Our desire is to continue to trade with China. Wo do not believe 
that we can continue to trace in China. We believe moreover that to 
trade most effectively with China we must have an organisation on the 
mainland. Rocent expericnce has made all of us fecl that we shall be 
well advised to try to keep the whole of the service sections of our 
selling organisations out of China, and to reduce what wo have in China 
to the absolute minimum. We believe that the physical risks to staff in 
China under present conditions derive in. the min from the personal 
responsibilitics that they have to bear, and that 2 reduction in organ-~ 
isation will bring about & corresponding reduction in responsibilities, 
and consequently in risks. For this renson our organisations should be 
on the smallest practical scale. 


There appear to be two main alternatives:- 


le. TO set up a trading corporation representing on an agency 
basis all those British manufacturers who wish to support it. 
Such a corporation could do both import and export business, 
and possibly also look after British shipping. 


To form an association of trade representatives, which will not 
trade directly eithor as individuals or as a b«dy. They will 
act solely as contacts bctween buyer and scllcr. 


Our opinicn strongly favours the lattcr arrangoment, which I 
will therefore enlarge on scmewhat. 


Interested companics will maintain one or more representatives 
in China, or will share the services of a representative. Representa- 
tives will band together in a loose association for mutual Ldactdnemtcon nee 


. 


oN 


They might occupy the same office building and share the cost of the 
ancillary Serviccs. 


Thue function of a representative on the import side would be to 
maAintsin contact with buyers of his Principals' products,passing cnouir- 
ics to his Principals, who would thercaftcr conduct their nogotiati-ns 
dircet. The representative would assist as far as possible in bringing 
negotiations to a satisfactory conclusicn, but with cut involving himsclf 
in any contractual responsibility or any activity which might attract 
tax liability,ctc. He would rcoccive no romunoration or commissicn from 
local customers, and would be supported “wtirely by his Principals. Cor- 
responding. principles would apply to representatives of expcrters. 


Esch representative will be free to act entirely independently 
in the negotiation of business. Houally,representatives may cooperate 
if it appears to be to mutual advantage to do so} as for instance, 
might be the casc in matching imports with exports. 


Representatives would meet together regulsrly for purposes of 
discussing matters of mutual interest, and would consult much in the 
manner of a Cnamber of Cmmerce. 


We have not discussed the question of a Canirman. 1 imagine that 
there ghould be one. Whether he should be selected from among the 
revresentatives or from cutside sources —- possibly one of ovr Commercial 
Counsellors - would perhaps depend on what would be likely to prove 
most acceptsble to the C.P.G. 3 


It is, of course, implicit that pcrsonnel attached to the group 
should have reasonable freedom of entry and cxit, without which its 
operation would prove impracticable. 


Your ideas on the foregoing would be very welcome indecd. 
Porhaps yw could also obtain the official Shanghai reaction. 


Yours sincerely, 


Hede COLLAR 
for China Affairs C.mmittecc, 
HONG KONG. 


Le Lamb Eza., 
HM. Charge d'Affaires, 
PEKING. 
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Fron: Major-General W.H.A. Bishop, 
C.B.; O.B.E. 
WHilteball 2423 COMMONWEALTH RELATIONS OFFICE 
Ext.: 153 
Your reference : FO/1105/ 114 DOWNING STREET 
Please quote in reply: 


LONDON S.W.1 
| CONFIDENTIAL 


lLOth June, 1952. 


ee ‘bes ! ae 
CLOSURE OF BRITISH FIRMS IN CHINA 


interested to see the printed record of the meeting on the 


between the Foreign Secretary and the deputation fron the 
China Association. 


2. Our attention was caught by the remark by the deputation reported 
in paragraph 2(3)(iii) as follows:- 


",eee. the possible stoppage of jute shipments from India 
end rubber shipments from Ceylon. It was agreed that, while 
the Indian and Ceylon Governments would be very reluctant to 
take any such action, they might agree to co-operate to a 
limited extent if a humanitarian question was involved, i.e., 
the imprisonment of British managers." 


If there should be any serious question of trying to exert pressure on 
the Chinese Government by this means, you will no doubt consult us in 
good time. At first sight we do not share the optimism of the China 


Association about the prospects of co-operation fran the Goverments of 
India and Ceylon in the way suggested. 


C.H. Johnston, Esq., 
Foreign Office. 
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FOREIGN OFFICE, S.W.1. 
47th June, 1952. 


(FC 1105/215) 
CONFIDENTIAL 


Thank you for your letter of the 10th June 
about the reference in the record of the meeting 
between the Foreign Secretary and the deputation 

from the China Association to the possibility that 
the Indian and Ceylon Governments might be 
prepared to intervene on behalf of British firms 
if humanitarian questions were involved. 


Ze We will certainly consult you in good time 
if we should seriously consider asking you to 
approach the Indian and Ceylon Governments in 
this way. 


(C.H. Johnston) 


Major General 
W.H.A. Bishop, C.B., O0.B.B., 
Commonwealth Relations Office. 
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TELEPHONE BROAD STREET HOUSE, 
LONDON WALK 1160. 


2440. 54,0O.LpD BroabD STREET, 


TELEGRAPHIG ADORESS 


DOLMIR LONDON Lonpbon, E.C. 2. 


10th June, 1952. 


feuor 4) 


With further reference to your letter of May 29th, 
in which you sent me a copy of Hong Kong's telegram No. 426, 
my Vommittee gave careful consideration, at its meeting last 
Thursday, to the suggestion that advantage should be taken of 
the approach made to the Chairman of the Hong Kong General 
Chamber of Commerce by officials of the Universal Yevelopment 
Corporation, in order to advance the suggestion that 
negotiations should take place in Peking on the broad 


rinciples involved in the withdrawal of British firms from 
ina. 


My dear Johnston, 


My Committee recalled that the approach from the 
official of the Universal Development Yorporation was in 
connection with unfulfilled contracts entered into by British 
merchants in Hong Kong with Yhinese Government trading agencies, 
and they were unanimous in feeling that it would be a profound 
mistake to run any risk of allowing that question to become 
involved in the discussions connected with the withdrawal of 
British firms from Vhina. It seemed to my Vommittee that we 
would be merely inviting all the delays and prevarications which 
the Chinese would be able to introduce. If the YVhinese are 
prepared to agree to discussions in Peking, an approach by Lamb 
as mentioned in Para 2 of his No. 422 would doubtless be 
sufficient or, alternatively, the unofficial contacts of the 

iS British Vhamber of Vommerce in “hanghai, which are referred to 
' 


‘ in Hong Kong's Telegram No. 426. 


yc? 
ic | My Committee is, therefore, quite opposed to the . 
proposal . 


I am sending a copy of this letter to Mr. Collar, 
the Chairman of the Hong Kong General Chamber of Yommerce. 


Yours 


’ 
mee oy. 
C.-H.eJohnston, itsq., 
Foreign Office, ' 
S.W.1l. 
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OP re EEE RE: -y 


lith June, 1952 


My dear vohnston, 


Your letter of June 3rd (FC 1105/199) and the 


telegrams which it covered were considered by my ferrosfi4s 
Committee at a meeting on dvune Oth. 


Needless to say they are glad to agrep’”with the 
request contained in Lamb's telegram No. 4 that firms 
should send him either direct or through HM. Consuls 
General, cories of communications they address to their 
local authorities in connection with their arvlications 
for permission to withdraw and they are instructing 
their vhina managers accordingly. 


i have informed Hong Kong of our decision and 
suggested that they should arrange for their firms to 
act similarly. 


Yours sincerely, 


UeH. Johnston HSa.e, os 
Foreign ‘ffice, pone” aie 
LONDON ,S. ‘vel 
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| 43 YUN 1952" 


4 


’ 
’ 
; 


F 


FAR EASTERN DEPARTMENT 


 GHINA 2 


F. Nos /2 18 


4952 


FROM © 0, of acl pO Ge Pe oe ee Ps aren 


Th. Solent. Waites <tnveys ken, «rk Mrz Ocha, ow 
Oaaghad rywresenlaline f Bh aweias GT. Donchiy 
No tha aD ol 4 siinalll ta? Lo | ee ee 


ogy rfe/e2 neghe abn s of hee Sar Cal Mice ana, 


Received in 


Registry— "Ye of 62 (ales hk recut dncok | 
Pflas <oLcti con Eells of 


Last Paper (Minutes) 


—— 


s. Fe Wor )22 


References 


“oF WMS 
¢1 ( 


(Print) 


(How disposed of) 
vas 
Dealt BUM. Geb Cham 
40.5 from FI Telewh lire 
Capek i ferawahl 20 7) 


th, Cbryzotl rg bor "he 
tafe) 13/6/62 


(Action | (Index) 
completed) 


"nr, Vip, S14 


Next Paper 


ao 
\o” 


MARGIN. 


IN THIS 


y 
Lis 
= 
= 
ce 
> 
bd 
© 
O 
J 
O 
. 
L 
= 
O 
Zz 


Registry 
No. 


Top-Secret. 
Secret? 

Confidential. 
Restricteu. 
© pen- 


Draft. Letter to 


ir “idebotham 


CO. 


From Mr Johnston 


Copy to: 


Nr Percival 


(¥xx) (BO 
Mr Serpell 
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Nr Heasman 
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we 105/218 
JAlk gan 


| AP SS refer to my letter 
to Percival of June/(copied to you and, 
Serpell and Heasman} enclosing a draft 
paper for E.P.C. on the closure of 
Britisn firms in China. 
TAO bv 
I have .erst had a taikx with 
Ovadia, the Shanghai representative of 
Sassgns, who has just got back from 
Shanghai (after waiting 15 months for his 
exit permit). He was on the drafting 
committee of the British Chamber of 
hme 
Commerce WRXIER during the past few months 
when the question of closure was being 
considered between London, Hong Kong, 
and Shanghai, and was therefore closely 
confidential 
concerned with the various/memoranda 


which Bumstead passed: on to us and which 


) 
; we passed to the China Associationmts, . 


Ovadia now says that, viewed 
stand iain 
from the/point of the 14a on the spot 
in Shanghai, on whom all the pressure is 
henceforth going to be put by the Chinese 
during the closure operations, it would 


Pri out 
help enormously if they could plitiey to 


/the 


Chinge 


the authorities when necessary the existence 
of xegMakkxonx regulations in U.K. territpries 
(including of course Hong Kong) governing 


the control of remittances. He thinks their 


Wes 


position would be considerably eased if 


TRecr 9 me.8 


there was something of this kind they cou | 
4 


refer to in the interminable arguments ~ 


Kkex about payments and remittances in whi 


lero 


the Chinese are always involving them. T 


Chinese arg Impressed—with-of retet-statemer 
or regulations and it might make all the 
difference in their treatment of the unfortunate 
managers in Shanghai if the latter wh p oduce 
a bit of paper to show them that other co tries 
have regulations | 
He itatied teed. that some financial 
regulations already existm@ in Hong Kong,] whieh 
tte ter, Gut 
that these regulations were not Py. - SE 
and that 
used to prevent remittances to China, axkksugk 
people wishing to remit to China were automatically 
given permission to do so when they appliled. He 
thought that if the Shanghai managers could tell 
the vhinese that Pee regulations existad and that 
they were being tightened up (whether or not this 


/was 


s:yi 10 DEF). 
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i daiasibi 
in what was <o 
to become for 
them an awsward 
situation. 


If there is 


wa. true) it would be a most valuable 
card in their hand. He realised after 
taiking to the Chamber of Yommerce 
people in Hong Kong that Hong Kong was in 
a very difficult position and that 
remittance control could not be imposed 
as a practical measure. But he stressed 
the psychological importance to the 
ohanghai managers of giving them some 


official or semi-official card to play 
ee dao 


I think there in 


what Ovadia says, provided that he is 

right in maintaining that regulations 

of a Kind do exist already in Hong Kong. 

- wonder if you could let me know whether 
in fact such regulations do exist and if so 


what the chances are of something being 


worked out along the lines suggested by 


ovadia. J 


I am copying this to Percival, 


Heasman, and Serpell. 


mio [aPRe,. : ; 


5 we ce eee Fig: a 
ee acne 


J.-B. Sidebotham, 
Colonial Office. 


a + - ieee Kw. 
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oe ats PR a) De. 
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og Kant Y tes Or Rite , 


POV 
ouTriie” . 
FOREIGN OFFICE, &.%.1. 
I3th June, 1952. 


Will you pleese refer to my ictter 
to Percival of June 3m (covied to you, 
Serppell and Heasmen) enclosing e draft paper 
for F..Ce on the closure of British fizas in 
China. 


I have now had eo talk with Ovadia, 
the Shanghei representative of Sassocons, who 
has just got beck from Shanghai (after waiting 
15 months for his exit permit). te was on the 
drafting committee of the British Chanber of 
Commerce theee during the past few aonths when 
the question of closure was being considered 
between London, Hong K pg, and Shanghai, and 
wae therefore closely concerned with the Varicus 
eonfidentiel memoreands which Bumsetead passed on 
to us and which we passed to the China 
Association here. 


Ovwadia now gays thet, viewed from the 
stendpoint of the men on the avpot in Shanghai, 
on whom all] the preasure is henoeforth goin 
to be put by the chinese diping the closure 
operations, it would help enommougly if they 
could point out to the Chinese authorities when 
neceasary the cxistence of regulations in U.&. 
territories (including of sourse Hong Kong) 


/ governing 


“Q +» Co eGes 


* ape fie: ¢ 


% 


governing the contro] of remittencesa. He thinks 
their position would be ec -nsiderabliy cased if 
there was souething of this kind they could 
refer to in the intermable arguments about 
payments end reattances im which the chinese sre 
slways involving them. The Chinese are 
regulations-—conscious end it wight sake all 

the difference in their treatment of the 
unfortunate menagers in Shanghei if the latter 
could produce a Bit of paper to show them that 
other countries have reguistions too. 


He maintained that sase finaneial 
regulations already exist in Homg Kong, but 
that these regulations were not being used 
to prevent remittances to Chima, and that people 
wishing to reait to Chine were automatically 
given peruission to do a0 when they applied. He 
thought that if the Shanghai memagers could tell 
the Chinese thst such fegulationa existed and 
thet they were being tightened up (whether o 
not this was true) it would be a sost valuable 
card in their hand. He realised after talking 
to the Chamber of Conmerece people in Hong ‘ong 
‘thet Hong Koug was ina very difiicult position md 
that remittance control could not be imposed as 
a practical] meagure. But he etreecsed the 
paychological importance to the Shanghei 
of giving them some official or semi-official 
card t© pley in what was going to become for then 
an awkwerd situcticn. 


/I think 


e 


I think there may be somthing in what 
Ovadia says, provided thst he is right in 
mesintaining that reguluiions of a kind do exist 


‘a@lpeady in Hong Aomge 1 wonder if you could 


let me know whether in fact such regulalions 
do exist and if so what the chanees are of 
sometaing being worked out along the lines 
suggested oy Ovadia. if there is anything in 
the suggestion we could perhsps ut it up in 
our otherwise rather barren §.)’.C. paper. 


Tera copying this to Perecival, Heagsuan, 
and cCerpell. 


(C.H. Johneton) 
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FROM SHANGHAL TO FOREIGN OFFICE . 


, Cypher /OTP FOREIGN OFFICE AND 
WHITEHALL DISPRIBUTION 
Mr. Bunstead « 8.45 am. 11th June, 1952 


Ne, 165 "i 9.58 a.m. 16th June, 1952 
11th June, 1952 aR. — 


CONFIDENTIAL F C yos/2i7 7 


tt 


Addressed te Peking telegram Ne, 1 22 Saving of lith June, 
Repeated for infermatien te: 


Fereign Office 
Heng Kong A are 


Q 
My Saving telegram Ne, 120,- ¢ c\ 


British Chamber ef Cemmerce intend temerrew, June 12th, te 
tell Fereign Affairs Department they intend te clese. Reasens 
given will be that in the past feur years the number ef member 
firms has declined frem 160 te 60 edd, and intention ef many 
ethers te clese will mean a further decline in membership and a 
virtual end te the Chamber's usefulness. 


2.  Clesure was already en the herizen for financial 
reasons. New it is felt (and I have said I agree with this 
view) that it would-be anemaleus fer the Chamber te. keep going 


when nearly all the big firms have formadly declared their 
intention te withdraw. 


3. Altheugh the existence and functioning of the Chamber 
have been knewn to the autherities, they have never given it 
formal recegnitien, Clesure may therefere be pessible in a 
reasenably, shert time. In any case members will centinue te 
meet informally whenever and as leng as it is necessary. 


Fereign Office please pass te Heng Keng as my telegran 
Ne. 38. 


[Copy sent te C.0. fer repetition te Heng Keng.) 
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MINUTES 


OM SHANGHA1 TO FOREIGN OFFICE 


~ Cypher/OTP 


Mr, Bumstead 
Ne. 166 D. 7.11 am. 16th June, 1952 
12th June, 1952. R. 9.31 aem. 16th June, 1952 


Addressed te Peking telegram Ne. 123 Saving ef 12th June. 
Repeated for infermation te Foreign Office_and Hong Keng 


FOREIGN OFFICE AND WHITEHALL 


DISTRIBUTION 


emer, XT 


= . 
My Saving telegram Ne i ada Pe 105/220 
Chairman ef the Chamber ef Cemmerce has dec . ne 
netification ef clesure. 


2. On June 11th Sheppard, lecal manager ef I.C.I., notified 

the Bureau ef Industry and Commerce whe did net comment. He 

then netified Fereign Affairs Department whe gave him @ver an hour 
ef exacting questiening. Their attitude was not hestile but 
Sheppard found the questiens shrewd and difficult to meet. 

They were in: @ssence twe enly, theugh the second in particular 
was repeated in varieus ferns. 


3. The first-was why did I.C,I. wish te clese. Sheppard 
made cerrect peint about the increase in state trading and un- 
suitability ef his firm in its present ferm to new cenditiens. 


4. He stated that he theught British trade with China weuld 
continue and that I.C.I., would want te take part in this trade. 
He was. accerdingly asked fer his views en the methed ef trade in 
future. He made the ebvieus suggestien ef trade missien and 
added he theught his firm might be represented on it. He was 
pressed in varieus ways to be mere specific but he refused te be 
drawn tee far stating he did net knew fully what was prepesed by 
the Head Offices in Lenden but he believed that all british firms 
were heping fer seme indicatien whether the Chinese appreved ef 
the idea in principle and if se had they any suggestiens. There 
was ef ceurse ne evert respense te this [grp. undec.?meve]. 


5, The Chairman ef the Chamber ef Commerce feels he alse may 
be questioned; therefere he must censult the ether members be- 
fere going te Fereign Affairs Department, pessibly alse seek yeur 
views and these ef Lenden. Full meeting takes place temerrew 
after which I shall repert again. | 

See my immediately fellewing telegran. 

Fereign Office please pass te Heng Keng as my telegram 
Ne. 59. 


[Sepies sent Celenial Office fer Heng Keng). 


1) 


j @ : FAR EASTERN DEPARTMENT Ke llos/ 22 | 
| 5 hee Oe cs 
OM NM: Banshee tH Leraxe f Orting Tn, 


wl @ heather J Labeces oatten Mewosleil _— 
emt datas : 7 r7) 


Wweret— coal Ae . a en, tert ti fore ree tek > | 


stile i aie -, a ing 


REFERENCES MAINUTES 


2 26 


-/ 219 


(How disposed “iP 3 


(Action 
completed) (index) é 


% 


Mr. Bunstead C I Oc: AA | ee f 
Ne, 169 D. 10.12 a.m. 16th June, 1952 
13th June, 1952 R. 11.30 a.m, 16th June, 1952 


CONFIDENTIAL 


Addressed to Peking telegram No, 125 Saving ef 13th June, 
Repeated for information te Foreign Office and Hong Kong, 


My Saving telegram No. 1232—¢¢ 1/0570 


The Chamber ef Lebour mecting brought ferth a decision te 
wait till the end ef the menth befere taking any actien. 


2. It was agreed that the Chamber could net centinue. 
functiening as at present fer very much lenger. On the ether - 
hand it was felt that the Chairman sheuld net incur questioning > 
if this can in any way be aveided, It was therefere theught best 
te see if the next twe weeks will previde any clearer indicatien 
ef the autherities attitude, Then it is prebable that the decision 
will be simply te start negetiations fer paying eff Chinese staff; 
this ef ceurse weuld be sufficient te apprise the autherities ef 
their intentien te clese, 


Fereign Office please pass te Geverner Heng Keng as ny 
telegram Ne. 41. 


[Cepies sent te Celenial Office fer Hong Keng]. 
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(FC 1105/221) FORSIGN OFFICE, 8. ie. 
0; 18th June, 1952, 


mee i enclose copies of recent 
telegrams from rr Which the 
Association may find of interest. 


cage) 


(Celle Johnston) 


Ge Be Mitehell, eq. 
China Association. 
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Mr. Lamb 


No, 487 D, ms ~! why Stl osfoee, 
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CONFIDENTIAL, F d 
Your telegram Noe. ——_— © UG aD ¢ 


Tientsin Manager of Shell Company. 


I an addressing memorandum te Vice Minister fer 
Foreign Affairs solely om compassionate medical grounds ia 
support of application made by the Tientsin manager himself 
on lith June to legal Fereign Affairs Bureau whe, despite 
categorical certificates frem twe Chinese specialists, 
refused te consider issue ef exit visa pending lecal settlement 
of all affairs ef the Tientsin branch, They apparently 
ignered suggestien by the lecal manager that outstanding 
preblems might be transferred te Shanghai Head Office er that 
alternatively semeene else might be appeinted te take his 
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Cable to His Excellency Chou En Lai, 
Ministry of Foreign Affairs of the Central 
Peoples Government of the Peoples Republic 


of China, Peking. 
porn 


ry 
I am respectfully requesting your personal intervention 


ig: the case of Edward Daniel Lawrence British subject and Shell | 
Company of China Limited Maneger in Tientsin with a request that 
an exit permit for which application has already been made should § 
be granted is soon as possible stop Lawrence is suffering from ; 


cancer of the eye and both I and his family are most anxious thet § 


£ 


4 
ha 4 


he should have special treatment at the earliest possible moment 4 
stop I believe the operation can best be performed in London : 
because it has a greater chance of success if Lawrence has the 
moral support of his family now in this country stop Delay in 

the operation is dangerous and may be a matter of life or death 
stop While I fully appreciate that Your Excellency has many 
urgent and pressing problems yet I feel sure that this appeal 


to your sympathetic consideration of an individual case will 
not fail 


J. W. PLATT 


Managing Director of The Shell ¥% 
Company of China Limited. ‘ 


FROM FOREIGN OFFICE TO PEKING 


En Clair DEPARTMENTAL DI UTION 


No. 556 | | 
18th June, 1952 Dd. 8.39 poem. 18th June, 1952 


Your telegram No. 487 [ef June 16th: Tienstin manager 
of Shell Gempany]. : 


Fellewing telegram was sent on June 16th te Chinese 
Minister fer Fereign Affairs. Begins. 


I am respectfully requesting your persenal interventien 
in the case of Edward Daniel Lawrence British subject and 
Shell Cempany ef China Limited Manager in Tientsin with a 
request that an exit permit fer which applicatien has 
already been made sheuld be granted as seen as pessibbe 
Step Lewrence is suffering frem cancer ef the eye and beth I 
and his family are mest anxieus that he sheuld have special 
treatment at the earliest pessible mement step I believe the 
eperatien can best be perfermed in Lenden because it has a 
greater chance ef success if Lawrence has the meral suppert 
ef his family new in this ceuntry step Delay in the eperatien 
is dangereus and may be a matter ef life er death step While 
1 fully appreciate that Yeur Excellency has many urgent and 
pressing preblems yet I feel sure that this appeai te yew 


sympathetic censideratien ef an individual ease will net 
fail 


de W. PLATT 


Managing Directer ef The 


Shell Cempany ef China 
Lind ted 
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FOREIGN OFFICE, SeWele 
(FC 1105/222) 23rd June, 1952. 


Wea (ofler 


Thank you for your letter of 17th June about 
your manager in Tientsin, We have telegraphed a 
copy of your telegram to Mr. Lamb. 


In response to a request from Mr, Piercy to 
Mr. RH, Scott we had already asked Mr, Lamb to 
support the application for an exit permit, which 
we understand was made by your Shanghai manager, on 
compassionate medical groundB, 


As I toid you on the telephone, Mr. Lamb has now 
addressed a memorandum to the Vice~Minister of 
Foreign Affairs in support of the application made by 
Mr, Lawrenee himself on 1llih June to the local ; 
Foreign Affairs Bureau. Mr. Lamb adds that the latter | 
refused to consider the issue of an exit visa pending | 
a local settlement of all arfairs of your Tientsin 
branch, despite categorical medical certificates from 
two Chinese specialists, Mr. Lawrence's suggestion 
that outstanding problems might be transferred to the 
Shanghai Head Office, or that someone else might be 


/appointed 


P. Ka Me odd mays | E8de» 


St. Helen's Court 
Great St. Helens, 
Ee Ce 3e 


appointed to take his place, was apparently 
ignored, 


I will let you know as soon as we 
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- ROH eHIGN OFFIC AND 


ee, Se, DIST TEUTION 
hai telegi e. 167 e h June t - 
Ferei ffic 


Paragraph 3, line 1. fer "Shepparé’s prepesal" 
read "Shenpard’s friend", 


Paragraph k, line 1, fer “as [gps. undec, ] Kuemintang 
[cerrupt gps. ] entirely". : 


read “as Sheppard believes have been 
prempted entirely". 


TELEGRAPH DEPARTMENT 


17th June, 1952 


me 

FROM SHANGHAI TO FORSIGN OFFICR = ii 

Cypher/OTP  -FORBIGN OFFICE AND_ 
WHITEHALL DISTRIBUTION 


Mr, Bumstead D. Tedd a.m, 16th June, 1952, 


4” 
No, 167 | * e. R 9,30 am, 16th Jume, 11952. 
12th June, 19524, ans , 


CONFIDENTIAL, \ 


Addressed to Peking telegram No, 12), caving of 12th J 
Repeated for information to Foreign Office 


Hong Kong, 
( b 6 « bay aE 
My immediately preceding telegram, - 7 


Sheppard this morning received some interesting comments from 
an old Chinese friend whom he believes toe be trustworthy and on : 
veod terms with number ef leading lecal efficials, ‘hese comments 


which were given on a friendly and confidential basis ean be 
summarised as follews. 


2, Chinese Government offieials are greatly exercised by 
British firms decision to withdraw and Her Majesty's Government's 
support of this decision, They think that British people ané 
even Her Majesty's Gevernment are fundamentally friendly te China 
and de net wish te suspend trade, They believe however that Her 
Majesty's Gevernment are committed to fellew United States of 
America; therefere they are asking themselves whether withdrawal 
is not part ef a plan te extend hostilities frem Kerea to China 
itself. As a corellary to this they wender whether preposal te 
hola Trade Mission is sincerely meant; they feel that it may have 
been put up as a bling. pie 


I, Sheppard's hss, dwelt at some length on last point 
and suggested that it weuld be helpful if first prepesal could be 
follewed up seon with effer of a delegation te go te Peking te 


discuss formation ef Trade Missien, 


h, These comments may as '‘"“Cenex eon: 
 Ppemmpt—eopest. entirely by Aatehedbedel frien. | pa the 
ether hand they may ef course be a lew-dewn BALLON @'ESSAI, But 
in any case suggestion in paragraph 5 abeve appears to me te deser 
some consideration on its own merits and might pessibly be Linked 


with guggéstions centained in paragraph 3 ef yeur. telegran Ne, 
te F ereign Office, 


Fereign Office please pass te ane Kong as ny telegray 
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No. S/O 308. BRITISH EMBASSY. 
(1312/35/52). 


PEKING. 
CONFIDENTIAL. 


15th May, 1952. 


Dear Department, 


With reference to our telegram No. 306 of the 10% 
April (not repeated) about the Yee Tsoong Tobacco Company's 
take-over agreement in Shanghai, we enclose a copy of 
Tientsin Consulate-General's letter to us No. 128 of the 
8th May with a copy of the agreement signed on the 4th May 
between the Tientsin Company and the Tientsin Municipal 
Enterprise Company under which the former assigned all 
their assets to the latter in return the latter taking 
over the former's liabilities, 


De With the exception of the omission of the reference 

to Yee Tsoong Tobacco's "mal~administration" which appeared 
as a reason for the Shanghai agreement and one or two other 
small differences the two agreements signed in Shanghai and 
-Tientsin are identical and show that though they were 
negotiated separately they were drafted under central 
‘direction. We do not have the complete text of the agreement 
concluded in Tsingtao, but the only clause of that agreement 
that we do have, namely the one concerning the settlement 

of property taken from the Japanese, is the same as in the 
Other two agreements. 


de This bears out what was said by Ball in his letter of 
the dist October to Sargant of British American Tobacco 
Company which was enclosed in Shattock's letter FC. 1103/199 
of the 1st December, 1951, to Her Majesty's Minister. The 
Chinese authorities, while ostensibly treating Yee Tsoong 
Tobacco Company as a series of separate entities, were in 
fact considering the company as a whole and had a compre- 
hensive scheme for taking it over. This is a pattern we 

may well see repeated in other take-over negotiations: 

the central authorities do not appear in this picture and 
all negotiations have to be conducted locally in each region, 
‘but the whole process is evidently tightly controlled and 
co-ordinated from the centre, 


4e We are copying this to Hong Kong, Singapore and 
Shanghai, ) 


Yours ever, 


NANCERY. 


China & Korea Department, 
Foreign Office, 
London, SW. 1. 
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COPY. BRITISH CONSULATE-GENERAL. 


205 North Liberation Street, 
Tientsin. (10). : 
No. 128(1906/3A33/1). 
8th May, 1952, 
RESTRICTED. 


Dear Crowe, 


IT enclose a copy of an agreement which was signed 
on the 4th May 1952 between the local manager of the Yee 
Tsoong Tobacco Company Ltd., Mr. Coates, and the Tientsin 
Municipal Enterprise Company whereby the former assign all 
their property and undertaking to the latter in return for 
the latter's assumption of the company’s liabilities. As 
soon as the details of physical transfer are completed, 
estimated to take about a month, the foreign staff of the 
company at Tientsin intend to apply for exit permits. 


De Clause P of the agreement settles the question of 

the company's heavy liability for Japanese stocks taken 
over afterthe war. The Chinese avoided mention of this 
subject as far as possible during the discussions, as no 
doubt it is somewhat embarrassing to them to agree to as- 
Sume such a liability. The agreement has the full approval 
of the company's labour union, who celebrated the transfer, 
and I enclose a press report on the subject. Coates said 
that if he had been able long ago to discharge 1,000 redun- 
dant employees, the factory could still have worked on a 
satisfactory paying basis. 


3. One or two other of the company's liabilities 

the Chinese declined to mention specifically in the agreement 
for their assumption. Certain dealers claimed further com 
pensation for their pre-war deposits which the company had 
refused to them in 1949 and for which the dealers had given 
full quittances. Some 109 staff employees were making 
claims in connexion with their provident fun@s, and the 
company had one or two minor court cases on its hands, The 
Tientsin Municipal Enterprise Company would give but oral 
assurance that these claims against the company would not 
be further pursued, and Mr. Coates decided with the advice 
of his Chinese senior staff to accept this oral assurance, 


Yours ever, 


(RE. W. Jeffery). 
H. B. Me COnsul—General, 


C. T. Crowe, Esa., 
British Embassy, 
PEKING, 


ZIENTSIN AGREEMENT. 


CONTRACT OF ASSIGNMENT OF PROPERTY OF TIENTSIN 
BRANCH OF YEE TSOONG TOBACCO COMPANY LIMITED 
TO TIENTSIN MUNICIPAL ENTERPRISE COMPANY BY 


TIENTSIN BRANCH OF YEE TSOONG TOBACCO COMPANY. 
LIMITED, 


The Board of Directors of Yee Tsoong Tobacco Company Limited 
in view of the depletion of funds by its Tientsin Branch 
thereby making it impossible to carry on operations despite 
the strenous co-operation of its workers and the assistance 
given by the relevant authorities of the Tientsin Municipality 
has authorised W.H.=.Coates, Tientsin Branch Manager, with 
full power to assign willingly and voluntarily all properties 
of the Tientsin Branch to the Tientsin Municipal Enterprise 
Company in perpetuity upon the following terms and conditions 
mutually agreed to:- 
1. The Tientsin Branch of Yee Tsoong Tobacco Company Limited 
willingly and voluntarily assigns all properties under 
its control in Tientsin ami other places under its control 
to the Tientsin Municipal Enterprise Company, such 
properties to include: 
All factory buildings, office buildings, godowns and all 
other structures residences and living quarters as per 
attached appendices (all land upon which stand the afore- 
mentioned structures and all other land without structures 
thereon will be reclaimed by the local People's Government) 
All rights of lease and mortgage. 
All fixed equipments in and outside the buildings. 


All machinery, accessories and parts, apparatus and 
implements. 


All vehicles. 


All furniture in and outside the buildings and the furnish- 


ings thereof, on 


All raw materials, supplies, manufactured stocks ane Git 
products not enumerated herein. oh 


\ 


All cash on hand, bank deposits, bonds ang ‘securities and 


¢ 
oT . 


all claims. AD ok : | 
Charts, tables, files, records reference materials relevent 


to production and all articles not enunereted herein. 


NOTE. 


Detailed inventories to be attached as appendices to 
the agreement. In case any property belonging to Yee 


Tsoong Tobacco Co., Ltd. Tientsin Branch is discovered 


later as not included in the inventories due to omission 


at the time of making the inventories, it should also be 
included, 


The Tientsin Municipal Enterprise Company agrees to 
accept the properties listed in Article 1 and recognises 
the liabilities incurred by the Tientsin Branch of Yee 
Tsoong Tobacco Company Ltd. in its operation, comprising: 
Tax payments outstanding and falling due, 


Salaries and wages of the present month during the period 


of assignment. 


- All items wless listed in a statement as an appendix 


to the agreement shall not be deemed to be included 

among the above mentioned liabilities. 

Tientsin Municipal Enterprise Company agrees to undertake 
the obligation which should be discharged by the Tientsin 
Branch of Yee Tsoong Tobacco Company Ltd. to the People's 
Governnent as result of the take-over of the materials 
and properties from the Japanese by the said Branch and 
further agrees to undertake to report to the People’s 
Governnent for purpose of confiscation whenever it is dis- 
covered that the Tientsin Branch of Yee Tsoong Tobacco 
Coe. Ltd. has bureaucratic capital in it. 

After this Contract has been agreed to and signed by both 
parties hereto an application for official certification 
thereof shall be filed with the People's Court of Tient- 
sin to whom shall be submitted at the same time the 

power of attorney executed by the Board of Directors of 
Yee Tsoong Tobacco Company, Limited, in favour of Mr. 
WeH.E.Coates for effecting the transfer end all title 
deeds for examinations. This Contract becomes effective 


as soon as it is officially certified by the People's 


| Court. 


It is also mutually agreed that within a month after this 


Contract comes into effect the formalities of property 


assignment shall be completed. 


After completion of assignment formalities by both 
parties hereto the responsibility for all the incumbent 
employees of the Tientsin Branch of Yee Tsoong Tobacco 


Co. Ltd. will rest on the Tientsin Municipal Enterprise 
Company. 


This Contract is made out in triplicate, one copy ot be 


held by each party and another copy to be submitted to 
the Tientsin People's Court for record, 

Parties to Contract: 
witnesses; 


Date: 5th MAY, 1952. 


(Wednesday) 
7.5.52. EXTRACTS FRBM CHINESE PRESS. 


YEE TSOONG TOBACCO COMPANY. 


Owing to the exhaustion of its funds and its inability 
to carry on, the British firm Yee Tsoong Tobacco Company 
Tientsin branch has held consultations with the Tientsin 
Enterprise Company and on the basis of the voluntary will of 
the two parties all property belonging to the branch company, 
together with its liabilities, is to be transferred to the 
Tientsin Enterprise Company. The Board of Directors of the 
Yee Tsoong Tobacco Company bestowed full authority to Mr. Coates, 
Maneger of the Tientsin Branch of the company, to arrange for 
the transfer agreement, which was formally concluded and signed 
with the Tientsin “nterprise Comoany day before yesterday. 


The Tientsin Enterprise Company has secured the approval 
of the Government to re-name the Tientsin branch company of the 
Yee Tsoong Tobacco Company the State-operated Tientsin Company 
of the China Tobacco Industries Company. Yesterday the Tientsin 
Enterprise Company despatched a take-over body and formally 
took over control of the former Tientsin branch company of the 
Yee Tsoong Tobacco Company. 


The employees at the former Tientsin branch company of 
Yee Tsoong feel greatly elated as they ere separating from 
foreign merchants and becoming workers of a state factory. 
In the course of the transfer the employees, while assisting 
in the work of checking over the property and assuring the 
safety and integrity of the factory, are in the midst of active 
technical researches, spreading a movement to make their con-~ 
tributions and to manifest a high degree of patriotism. 


In a very short space of time, the employees in various 
departments have attained remarkable technical achievements, 
The technical research body in the cigarette making department 
has changed the standard knives on the cigarette making plant 
from single to double blades. This has enabled each plant 
to produce 130,000 cigarettes more daily. The changed packing 
method at the Packing Department increases efficiency by over 
thirty per cent. For several decades cigarettes are packed 
in bigger packages with manual labour. New machinery has been 
created to make such packings. The new machine will be tested 
soon. The machines for the packing of cigarettes in tens 
will be altered to the packing of twenty cigarettes. The 
workers are presenting the results of their labour as contri- 
butions to mark the transfer. Many workers have presented 


pliers and other instruments and supplies which they had 
accumulated, 


Employees at the company regard yesterday as the happiest 
day in their life. Wearing the new badges of the State-operated 
Tientsin Company of the China Tobacco Industries Company, many 
put on new clothes. Many female hands voluntarily wore flowers. 
Charts and paintings showing the contributions were on display 
in the compound where banner slogans in red were hung in an 
air full of animation. 01d workers, recalling their painful 
life in a foreign factory in the pest thirty years, are par- 
ticularly happy over the welfare while working in a state 
factory trom now on. Loudspeakers broadcast the words from the 


heart of the workers: “From to-day we are thoroughly liberated 
and become masters of the factory. 


At 9 aem. amid the beating of the vest drums and the airs 
of a band, employees at the company welcomed the arrival of the 
body to over control of the factory. Later on, the National 
Flay was hoisted and the signboard "State-operated Tientsin 


/Company 


7, 5,52. Page 2. 


YEE TSOONG TOBACCO COMPANY.........- Gont'd, 


company of tne China Tobacco Industries Company" was put up. 


Loud applause and the shouting of slogans permeated the whole 
factory. 


In the afternoon a celebration meeting took place at the 
factory. Congratulations were offered by the take-over personnel 
and representatives of the National Food Industry Labour Union 
and the local General Labour Union to the facwory hands. 
Directives were given as to the future working programe Many 
workers spoke on the occasion, giving the assurance to help 
the take-over body to complete the take-over work speedily 
and to protect the factory. Plans would be formnulated to con- 
duct a campaign for increased production and frugality. 


After the meeting entertainment programmes took place 
and dancing followed till late in the night. 


The State-operated Tientsin Company of the China Tobacco 
Industries Company has more than 1,700 staff members and workers, 
There are sixty large-size cigarette naxing machines and 
eqhipment for printing, electricity renerrtion and water supply. 
It is one of the largest cigarette making factories in North 
China. From now on, under the correct leadership and through 
the efforts of the entire staff members and workers, high 
quality cigarettes will be produced to meet the requirements of 
the psople.)))}))))Tientsin Jih Pao 7.5.52. 
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No. S/O 324(2251/15/52). 
CONFIDENTIAL. 
TO: China & Korea Department, 


Foreign Office, 
London, S. iil. 


Lhe O ox / Ley 


wi 


With compliments of Chancery. 


Reference: Chancery's letter to 
China & Korea Department No. S/O 247 
of 28th March and Shanghai letter 
C.& K. Dept. of 18th March (No.7 


to Peking). 


23rd May, 1952 | <{ sy / 
Peking. _ C2119 is4 / 
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No. 129. BRITISH EMBASSY, 
(2251/15/62). 


CONFIDENTIAL. 


PEKING. 
23rd May, 1952. 


Dear Jeffery, 


Your letter No. 134(1960/30A/52) of the 15th May 


about taxation on commissions and agency fees received 
abroad. 


Ze I enclose three copies of the memorandum to which 
Kidd was referring. 


Se I also enclose an extract from a letter by Gomersall 
of the China Engineers to the Chinese authorities in 


Shanghai which deals with the point briefly but compre- 
hensively. 


4. Will you impress wpon Kidd and other interested 
British merchants to whom these documents are shown that 
they should be treated as confidential. 


5. I presume that they would not accede to the suggestion 
for the inclusion of the items in question without consult- 


ing their Shanghai offices who might be adversely affected 
by such a prededent. 


6. We are copying your letter and this reply to China 
and Korea Department, Foreign Office and Shanghai. 


Yours ever, 


CHANCERY. 


E.W. Jeffery, E8Q.> 
Tientsin. 


® 


BRITISH CONSULATS GENERAL. 
COPY. 203, North Liberation Street. 
Tientsin. (10). 


No. 134. 15th May, 1952. 
(1960/30A/52 ). 


RESTRICTED. 


Dear Crowe, F 

Two days ago foreign merchants here were sum 
moned to meetings and given lectures about the impera- 
tive duty of their scrupulously paying all taxation 
demanded by the People’s Government. They were told that 
various items had been included in the expenses side of 
balance sheets which could not be allowed, and that not 
all profits had been included. The Chinese declared that 
commissions and agency fees earned abroad in foreign cur- 
rency by local firms must be shown on the profits side, 


2. These commissions and agency fees are received 
in payment for work done in exporting goods to China, and 
also in many cases for financing the export and sale of 
the goods to China. If they are to be included in a 
balance sheet, corresponding expenses should also be included, 
Kidd of Jardines here has heard from his Shanghai office 
that a memorandum was prepared in Shanghai (? by the 
Chamber of Commerce) and sent to H.’.Minister dealing with 
this demand by the Chinese authorities that commissions 
and agency fees earned abroad should be subject to Chinese 
taxation. He has asked me whether I could obtain from you 
a copy of this memo. for the guidance of local merchants, 


Se Do you know what document is referred to and 
could I be given a copy? 


Yours ever, 
(Sga) BW. Jeffery. 
H. Me Consul-General. 


Ce. T»-Crowe, ESQ. >, 
British Embassy, 
Peking. 
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Nothing to be Written In this Margin. 


BRITISH EMBASSY, 
PEKING. 


30th May, 1952. 


Noe S/0_ 338 
(2251/18/52) 
~ CONFIDENTIAL 


Dear Department, 


Vie enclose copies of two letters Nos. 143 and 144 of May 23rd from 
Her Majesty's Consul General Tientsin to Crowe about the difficulties being 
encountered by British firms in Tientsin. 


2- To take the second letter first we think that Liddell's case is so 
shocking that we have good grounds for taking it up with the Ministry of 
Foreign Affairs not only for the failure of the Chinese to pay for the 
plant and godowns, but also for the sealing of the company and on the 
enemy property issue and perhaps over the Harbin factory as well, though 
on these last two items we would like rather more detail. Before we take 
action, however, we must get Lliddell's authority to do so and we are 
asking Jeffery to speak to Fraser, the Tientsin manager, about it. If 
he is agreeable we would like him to furnish us with a full brief 
particularly on paragraphs 4 and 5 of Jeffery's letter. We are also 
copying this to Aldington in Hong Kong and would be grateful if he could 
speak to the firm's head office in Hong Kong. 


3. This brings us to ths point raised at the end of Jeffery's letter 
No. 143, namely, when should we intervene with the Ministry of Fonign 
Affairs to help British firms in difficulties. In principle, we think 
we should be prepared to do so whenever there is a good case as with 
liddells here. But there must be the following qualifications: 


(a) we do not want to fire broadsides all the time and by over-repetition 
waste whatever effectiveness our representations may have} 


(b) it is not easy to intervene when a case is subjudice wless there has 
been guite excessive delay in dealing with it; 


(c) we can only take action if the firm concerned wishes us to intervene. 
They must be the judge in the first place of whether action by us 
would help or hinder them. Thus we think we can only proceed case 
by case keeping an eye on the general situation. 


4. Perhaps you could let us have your views on this. 


We are copying this to Aldington in Hong Kong, to Shanghai and to 
Tientsin ( without enclosure ). 


Yours ever, 


OAEANCERY. 


China and Korea Department, 
Foreign Office, 
LONDON, aitecbe 
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BRITISH CONSULATE-GENSRAL, 
203 North liberation Street, 
Tientsin. (10) 


23rd May, 1952. . 
No. 143 (2014/344/26) 
RESTRICTED 


Dear Crowe, 


Jardine, Matheson & Co. Ltd., at Tientsin, who have had three or four 
unfinished cases in court against them for some months past, are finding the 
law's delays mending. One cause no doubt is the congestion in the courts 
arising from the 5-anti campaign. 


2. In December/January 1951 the China Import and Export Corporation, 

acting as agents for Chinese buyers, imported through Jardines a cargo of 
iron rods for drawing into wire. The Danish shipping company retied some 
of the bundles which broke during carriage here, and having thereby increased 
the number of bundles in the consignment, overcarried a few to Tsingtao, 
where they are still in store. As late as July 1951, the Corporation first 
claimed short supply of iron rods delivered and demanded compensation from 
Jardines. Jardines made inquiry and discovered the bundles stored at 
Tsingtao, but disclaimed responsibility for the short delivery. The case 
has been long pending in court, and if the decision is adverse, Jardines 
will have to pay not only the claim for compensation but heavy storage charges 
at Tsingtao as well. 


3. Another court case concerns fire bricks for crucibles which Jardines 
imported for a Chinese user also through the Import and Export Corporation. 
some of the bricks were damaged by sea water, a contingency covered by 
insurance. Neither the Chinese user nor the Corporation reported the damage 
in time to claim from the insurance company, and the Corporation is now 
demanding compensation from Jardines as the suppliers. Jardines disown 4 
responsibility, as the damage is not their concern. The court's decision " 
in this case has been long awaited. The dispute over the sterling deposit 4 
in London made in accordance with a frozen egg contract is still sub judice, 

and there has been no advance since the last court hearing on Xmas Eve. 

Kidd of Jardines, who has had much experience of claims against him on one 

score and another, remarks that the local Chinese usually take refuge against 
all arguments, however, good, in the statement that it is an order of the x 
People's Government at Peking that you shall pay. : 


4. He had a dispute with the Harbour authorities recently about one of the 
company's godowns in the harbour. area. It was built over 60 years ago and 
is now dangerous and not worth repairing. He wanted to demolish it for 
safety's sake, but the harbour authorities refused permission, and admonished 
him to take the government's long view of economic requirements and repair it. 
After long arguments about the company's inability to afford the cost, he 
agreed provisionally and subject to authorization from his head office to 
repair it as a one-storey godown at a cost of about 72,500. The head office, 
however, refused authorization. 


5. Some time ago Butterfield & Swire were given a decision in the Supreme 
Court upon a claim against them by lightermen. They believe now that the 
case is likely to be reropened, following the indictment of two of the judges 
for having accepted bribes in other cases. lawrence of the Shell Company 
here was recently given a clearance by the Foreign Affairs Bureau to advertise 
the closing of his office and call for immediate presentation of any elaims 
against the company. It has taken him over a year to reach this stage. 

Two claims of a somewhat complicated nature were immediately preferred by 


/former 
Outs Crowe, ESqe, 
British Embassy, 
PEKING. 
3 


former employees of the company, despite their having had many months 
during which they could have brought them forward if they wished. 

lawrence has refused the claims and the cases may go to court. British 
merchants fear that many such far-fetched claims may be brought against 
them upon their applying to liquidate and close their offices, and that 
much delay will result. 1 certainly think that if claimants succeed in 
unduly postponing the liquidation of any one firm and securing thereby the 
continued payment of wages to the employees, these tactics are likely to 
be copied and intensified in all cases. Commenting upon my remark that 
firms might like to report to Her Majesty's Minister any instances of this 
nature that arose, lawrence expressed the view that. it would be better for 
each firm to fight its own battles, and that the intervention of Her 
Majesty's Minister might result in an aggravation of the dispute. I doubt 
whether his view on the latter point is right, and think that if represen- 
tations were to be made on good grounds with a view to preventing 
irresponsible claims against British companies or to securing quick 
settlement of them, the central authoritles would either just ignore the 
case or possibly send out a helpful directive to the local authorities. 


Yours ever, 


Sed: E.W. JEFFERY. 


BRITISH CONSULATE-GENERAL, 
203 North liberation Street, 
TIENTSIN. (10) 


23rd May, 1952. 
No. 144 (2016/3A14/3) 
RESTRICTED 


Dear Crowe, 


in August 1951, after long negotiations the local branch of Liddell Bros. ° 
ltd. signed an agreement for the sale of their press-packing plant and go=- 
downs here to the North=China Cooperative Society. The Rritish company was 
to receive as payment export cargo such as it vanted (i.e., not just anything) 
equivalent to 290,000 at ceiling export sess Up to now the company has 
received no payment. 


2- In November last, the company accepted an offer by the Chinese authorities 7 
for egg products of value ¥~30,000 and walnut meats of value 760,000. ‘The 
export licence was promised and the Hong Kong office of liddells sold the 

walnut meats forward to Canada. Later, the Chinese authorities withheld the 
export licence, declaring that they had evidence that Liddells had sold the 
walnut meats below floor prices and had consequently spoilt the future market. 
Fraser of Liddells brought arguments to prove that by the cross rates between 

C nadian, U.S. and Hong kong dollars the meats had been sold above ceiling : 
prices, but his arguments were of no avail with the Chinese and the meats were 4 
not released. Incidentally, there seems to be no sound reason why Liddells : 
should not sell their cargo received in payment at what price they choose in 
Hong Kong. Fraser does not know whether his Hong Kong office managed to 

cancel the sales contract or whether a penalty was incurred. 


3. later, the Chinese offered carpets and hook rugs to the value of ¥60,000, © 
indicating that the offer, if accepted, must be combined with the egg products. # 
The company accepted the offer in principle but have been given no opportunity | 
to see the carpets and rugs and negotiate. The Chinese suggested that 

¥%10,000 should be paid in local currency, and liddells agreed, needing cash 

at the time and hoping thereby to push the transaction through. The Co- 
operative Society issued a cheque for this sum, but on its presentation at 

the Bank it was blocked by the Tientsin Trust Company on the ground that it 

was payment for buildings bought by the government and needed governmental 
sanction. Then came the 3-antis and 5-antis, and everything has been at a 
standstill shnce. The Cooperative Society is willing to pay its cheque if 

and when the Foreign Affairs Bureau allow. The Chinese meanwhile have of 
course long taken over the company's plant and godowns for their use. 


4.  liddell's office here is still sealed under the 5-anti movement as a 
result of accusations connected with stealing enemy property ( the Japanese 
navy occupied the company's godowns ), capitalistic and feudalistic behaviour 
of the management, and the earning of commissions in foreign currency abroad. 
Until Liddells are unsealed, there is presumably no prospect of a conclusion 
of this sale satisfactory to the company, slight as this prospect now appears 
to be in any case. 


5. Fraser has recently learnt that his company's veneer factory in Harbin 
has been taken over by the Government at a fixed price, below its real value. 
The company were negotiating for its sale to some overseas Chinese who were 
interested. 


Yours ever, 


ed; H.W. JEFFERY 
(HAM. Consul-General) 


C.T. Crowe, Esq., 
British Embassy, 
PEKING. 
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(FC 1105/226) FOREIGN OFFICE, 8.W.1. 
CONFIDENTIAL 9th July, 1952. 


Dear Chancery, 


Thank you for your letter S/O 338 of 30th May, 1952 
about difficulties being encountered by British firms 
in Tientsin, 


2e We agree generally with your third paragraph, and in 
particular that the three qualifications you mention are 
important. It is naturally for you to decide whether or 
not to intervene once the firm concerned has asked you to 

do so. The principles. involved in making the decision are 
similar, we suggest, to those which guide you in approaching 
the authorities about a delay in granting an exit permit. 


350 As regards the timing of any approach you may make in 
support of a firm, our view is that if a firm has fictitious 
or far-fetched claims brought against it, or, as in the 

case of Liddell Brothers, a signed agreement is broken or 
its fulfilment. indefinitely delayed by the Chinese, it is 
probably cf little avail for you to give official support 
after the Chinese authorities have made an adverse decision 
which, on bureaucratic as well as political grounds, they 
would be disinclined to reverse, The best way to 
circumvent this difficulty would perhaps be for you to take 
up the case more or less simultaneously with the protest 

by the firm to the appropriate authorities, This might 

not be possible if the firm awaited the Chinese reaction to 
its protest before requesting your support. 


lie We would therefore suggest for your consideration that 
you might ask Her Majesty's Consuls-General in Shanghai and 
Tientsin to inform the managers of the local British firms 
that, in any cases of broken agreements, etc., which they 

wish to take up with the local authorities with support 

from you in Peking, they should give notice to Her Majesty's 
Consul-General before approaching the Chinese, Her Majesty's 
Consul-General would then forward the request to you, for a 
simultaneous approach to the Chinese Peoples Government . 
if you agreed in the. light of the three qualifications mentioned 
in your letter, in which we concur. 


5. We should be interested to hear of developments in the 
Liddell case. Perhaps the cessation of the 5 Antis . 

Campaign may enable them to make some paserese with or 

without your intervention. ; 


Yours ever, 


CHINA 1 AND ‘KOREA DEPARTMENT. 


The Chancery, — 
British Bubassy, 


* 


a 


FAR EASTERN DEPARTMENT 


Dated WV i 6 / Sa 
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(Your letter of 3rd June to Percival) 


I agree with Serpell's suggestion that a further draft shoud 


be circulated incorporating his views and those of Sidebotham and 
Levine. 


In doing this we think it would be desirable to spell out 
a little more fully the reference to the use of United Kingdom 
Exchange Control powers to control sterling remittances to China. 
You ought we feel to point out that strictly speaking it would be 
a misuse of Exchange Control procedure/powers to prevent such 
remittances if these were properly due, eege, they covered Wages, 
debts, etce If, on the other hand, they were clearly blackmailing 
demands then they would not, of course, on balance of payments 


grounds, be eligible for remittance under normal Exchange Control 
standards. 


There are a few other minor points (mainly on wording) 
on Which I enclose a separate note. 


I am copying this letter to Serpell, Sidebotham (Colonial 
Office) and Levine (Board of Trade). 


Yours sincerely, 


the ne 


/ 


CeHeJohnston ’ HSde 


@ AMENDMENTS TO DRAFT E.P.C.PAPER 


Para.e5 (a) after "from Hong Kong" add “or the use of UeKe 


exchange control powers to prevent unreasonable sterling 
remittances to China". 


AMENDMENTS TO ANNEX 


Parae3 (second page) “£2 million" is only a very rough estimate. 
It might be better to say “of the order of £2 mn. Presumably 
this figure does not include any allowance for amounts to be 
paid in respect of blocked U.S. dollars. 


The banks are in a special category, quite apart from the pre-war 
deposits. It is therefore suggested that the two sentences 
following "£2 million" be put in brackets; “however" in the 


first sentence be omitted, and "however" substituted for 
"therefore" in the second. 


Parae3 (footnote) On the basis of the banks’ memorandum of 12th 
May, it is calculated that the figures should be:= 


On all deposits - £8.4 million 


On unclaimed deposits 
(foreign and Chinese) - £1.8 million 


(Only the Chartered Bank have given figures for unclaimed 


Chinese deposits and their figures are therefore perhaps 
not worth quoting separately). 


Para.5 add "(vi) use of exchange control machinery to prevent 
sterling remittances to China." 


Para.6 delete (ii) and substitute - 


"(ii) Restrictions on the use of sterling to finance trade between 
"third countries" and China would not cause the Chinese 
more than limited inconvenience. Since these restrictions 
would not, however, be applied for financial reasons they 
might cause considerable damage to the position of sterling 
generally - especially in the Far East. 


complete blocking of Chinese sterling would be the financial 
equivalent of a complete trade embargo. It would not, 
however, stop them trading in other currencies, Cefe, 

Hong Kong dollars, rupees or Swiss francs and might for that 
reason be less resented by the Chinese. Nevertheless it 


P.TO- 


would be open, though in lesser degree, to most of the 
objections outlined in (i) above and would also be | 
contrary to general sterling policy. If the blocking were 
carried a stage further to include a blocking of Chinese held 
H.K. dollars the objections set out in (i) would apply much 
more strongly." 


Para.e/ delete "and these regulations could be ......eremittances 
to China" and insert as a new sentence - "Strictly speaking 
it would be a misuse.of exchange control powers and procedure 
to stop remittances where they were properly due, Gefe to 
cover wages, debts, etc; where, on the other hand, they were 
clearly blackmailing demands they would not, on balance of 
payments grounds, be eligible for remittance under normal 
exchange control standards." 


ParaeS after "from Hong Kong" add "and the use of U.K. exchange 
control powers to prevent unreasonable sterling remittances 
to China". ) 
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CONFIDENTIAL Co (2) hte. 
The Church House, 
Great Smith Street, 
? Lond On, S * W . Le Pid 
eros lth June, 1952. a | 
Our ref; HKP.317/300/01 


Your ref: FC.1105/169. _ sii 


Pin Weal | Lihiien 
wales vila 

We have seen Serpell's letter of the llth June_to you about j 
the E.F.C. paper on the closure of British firms in Chinas | = 

FCUCSA ae 

We agree with his suggestion that the paper should be re- § | 
drafted and circulated again and perhaps cleared at a meeting 
later. We are not, however, happy about the Hong Kong aspect. 
we take his point about the difference between controls designed 
to support the firms and action to prevent them taking such steps 
as the payment of remittances to China. On the other hand unless 
stringent controls over all remittances to China are introduced, 
which is not practical politics, we do not think the attempt to 
introduce partial controls, merely to cover remittances from these 


particular firms, will serve any useful purpose. If it is agreed 


that such partial controls can be easily circumvented, then the 
Chinese will not pay any attention to excuses by the firms that they 
are not allowed to remit funds direct to China. They will merely 
be told that it is up to them to find ways and means of getting the 
funds to China. At the same time if the firms themselves wish to 
defeat the partial control at any time they could easily do so. 


In any case even if partial controls are introduced the 
question will still arise as to what is a "legitimate" remittance 
and what should be regarded as "blackmail". If the firms can 
obtain permission to remit the former it will be difficult for them 
to satisfy the Chinese that they have done their best to secure 
permission to remit the latter. 


In fact we agree with Serpell that if the remittance control 
aspect is to be pursued further, the points made in his paragraph 4 


C.H. JOHNSTON, ESQ., /should 


FOREIGN OFFICE. 


> 
Ms 
- 
; 


should first be answered. 


I am sending copies of this letter to Serpell, 
Heasman and Levine. 
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(J. B, Sidebotham) 


Your letter of the 13th June about your talk with 
Ovadia has just reached me. 


You will see from paragraph 4 of our telegram No. 

\. 48h of the 10th May and (a) of Hong Kong telegram 
No. 400 of the 13th May that Regulation 2 of the 
Hong Kong Defence (Finance) Regulations 1940 enables 
the Governor to control the export of currency gold 
and securities etc., but that payments to China are 
exempted under a General Order made under the Regula- 
tions. The Governor's view, which we support, is 
that a "partial" control of this nature will serve 
no useful purpose. 


No 


Dated / V/o/er. 
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Dear Johnston, fc V96/*'* ‘ 7 C os /22 5 1 
 wllOS {219.4 | 


Since etter of ifth June I have seen your 
letter of 15th June to Sidebotham about your talk 
with Ovadiae On the whole this strengthens my view 
that Hongkong should be asked to impose controls on 
remittances to Chinae I agree with Sidebotham that, 
unfortunately, the control will be imperfect but 
there is a very real difference between a firm 
refusing to remit to China because (a) it does not 
wish to and (b) it is forbidden to do so, anda 
firm pleading insincerely that it would remit if 
it could, but it can't. In the end, if the Chinese 
stand firm it is presumably possible that Ministers 
might decide that the controls should be lifted, in 
order to protect individuals (just as the U.S. 
Government has had to pay blackmail to rescue its 
airmen from Hungary). This would, however, be a 
deliberate decision and would recognise that our 
other attempts had not succeeded In the meantime 
surely we should do our best to help the firms, 
the individuals and our own balance of rege fe 


FC} 
Perhaps I might take the opportunity ef his 
letter to refer to Heasman's letter of 13th June. 

No doubt we shall have an opportunity of commenting 
on all amendments to the new draft E.PeC. paper when 
we see it; but I should perhaps take this opportunity 
of saying that, while restrictions on the use of 
sterling for “third country transactions" might 

cause damage to the position of sterling generally 

if applied for other than financial reasons, there 
may well be a case for imposing such restrictions for 


/financial 


Ce He Johnston, Esae, 
Foreign Office, S.Wete 


financial reasons: alone. 


I am copying this letter to Heasman, Levine and 
Sidebotham. 


Yours sincerely, 


D Span 


(D. Re Serpell) 
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BRITISH CONSULATE-GENZRAL, 
TIENTSIN, 
29th. May,1952. 


No . 154 (2046/3a30/10) 


Dear Crowe, 


I enclose four copies of a letter dat ™ 
ed the 26th. May,I952 which I heve received from | 
Mr.C.T. Marshall, maneger of the International Ex- ™ 
port Company (Tientsin) Ltd., on the subject of : 
the future disposal of his company's plant and en- 
terprise here. I am not retaining a copy here. 

The letter is a reply to certain suggestions made 
by his: head office in London and contained in a 
document (of which I heve no copy) handed to him = 
om May Oth. by H.M. Minister to whom he refers ' 
in the interests of secrecy as "the gentleman 4 
from Peking". He requests that his reply may be fe 
forwarded to the Union International Co. Ltd., 14 | 
West Smithfield, London E.C.I. 

2. The Tientsin company is still burdened with 

wage payments to its staff end also to the 1200 
seasonal-workers it was forced to remuneréte,and 
its finencial difficulties end Liabilities iner- ’ 
ease as time goes on and in the ebsence of profit-7 
able operation. Mr. Marshall does not think that | 
there is eny possibility of a sale of the plent fe™ 
for value receivable outside China. If such an 3 
agreement were entered into, it is most likely 

thet the Chinese euthorities would find some ex- | 
cuse for renegtling as in the cese of Liddell Bros. 
Ltd. 3 


C.T. Crowe, Esq., Yours aver, 


British Embassy, 
Peking. ( Conaui~Seperel., ) 
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EXTRA COPY THE INTERNATIONAL Exrort Co.. (Tients1n) Lro. TIENTSIN 


e6th tay 1952 


H. B. M. Consul General, 
H. Bb. M. Consulate General, 
Tientsin. 


Sir, 


We refer to the document which was handed to us recently 
by the zentleman from Peking. We were requested to comment 
and submit our reply through your goodself. We shall be very 
much obliged if you will kindly arrange for a copy of this reply 
to be sent to our Head Office the Union International Co. ,Ltd., 
14 West Smithfield, E.C.1 and we would mention we are retaining 
only one copy in a private file and no other copies (apart from 
those attached hereto) are in existance; at the same time and 
in view of the recent announcements which have been made by the 
BBC it would appear there is no longer need for such secracy. 


1. As you are already aware we have made the China National 

Animal By-Products Corp. a written offer that we lease this 
property to them for a purely nominal rental for a period of 5 
years provided all the China National Animal By-Products Corp. 
claims against ourselves and our Associated Companies in China 
are withdrawn. We have not received any reply. 


2. The document referred to in this letter does not refer only 

to this plant but to all our properties in China. Compared 
to the suggested lease mentioned in (1) above, the new suggestion 
consiitutes what amount to an out and out sale for foreign exchanze 
and we do not think such a proposal would be at all attractive to 


the Authorities, in fact we feel they would quote the lease already 
offered. 


3. Apart from the above there is the precedent which has been set 
by the British American Tobacco Company also the Astor House 


Hotel and we feel it will be very difficult to break away from 
such a precedent. 


4. From the point of view of this Company only, the Authorities 

are aware of the difficult financial situation we are in and 
we feel sure they will exploit it to the full. in other words 
they wiil try, and at present look like succeeding, in vetting us 
so into debt to them that our Head Office may have to chance their 
minds regarding a sale of this plant, again the Authorities may 
consider a sale to settle debts. This would be in local currency 
and ali moneys received would be used up to pay off staff. No 
financial benefit would accrue to our Head Office. 


EXTRA COPY THE INTERNATIONAL ExreortT Co., (Tientsin) Lro., TIENTSIN 
— 2 —_ 


5. In the document referred to, clause (b) (1) reads "we will 
Supervise operation of works under instructions of and for 
account of your Authorities for a stated period (say 2 years) and 
provide necessary technical assistance”. In our opinion this 
Clause would put any forsign staff provided in a most unenviable 


position and we do not think any of our individual roreage staff 
would agree to work under such conditions. 


6. It is very doubtiul if any lease or sale arrangements: can be 

concluded quickly but at the same time we feel a final decision 
on one of the two only possibilites we forsee i.e. a lease or a 
Zive away should ba made as soon as possible for the purpose of 
saving as much as possible out of what remains. We refer to the 
unshipped Frozen kgg remuneration due to us under the t2rms of our 
1951 Packing Contract with the China National Animal By-rroducts 
Corp. which incidentally has now expired. We have already sold 

part of this remuneration to meet expenses. 


7. This may appear to be a fatalistic attitude but after due 

consideration we do not think there is any alternative to a 
lease or a sive-away, in fact in our opinion we shall be extra- 
ordinarily lucky if we can negotiate a lease and thus on paper at 
any rate retain our interest in the property itself. 


8. Not knowing full particulars regarding the financial position 

of our Associated Companies in China it is inevitable that the 
weight of our opinion refers to this plant. We understand that 
without the burden of this branch, the other branches can manage 

to struggle along but at the same time and from the point of view 

of the whole situation it must be remembered the BAT local office 

was a solvent concern at the time of ziving the branch away, here 
again we do not know the overall situation of the BAT in China and | 
it is possibl2 the lientsin branch was the only one which was solvent] 


9. Regardins the verbal message given me that if we consider it of 
any assistance our London Office would be prepared to send the 
document under discussion to us by ordinary means and in clear 
language, as mentioned above there would no lonzer appear to be 
need for secrecy and possibly our London Offic? will send us their 
final decision revarding the disposal of our properties here after 
giving these comments serious consideration. No doubt there is 
close co-operation and frank exchanges of views at Home between the 
respective Head Offices and possibly the China Association and this 
would appear to be born out by the news items reyarding British 
interests in China which have been broadcast recently by the 4&.B.C. 
It seens to us that all property owners have decided to follow one 
general scheme, i.e. a lease or a sale or a give-away but unless 
there is collective and unanimous action very little progress will 


be made. 
We are, Sir, 
Yours faithfully, 


SHE INTERNATIONAL EXPORT GO., (WENTSIN) ETL. 
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PO 1105/2374 
FORKIGN OFFTCR, 
S.W.4. 
2uth June, 1952. 
Sir, 


With reference to your letter BFCL/C:0/"D" 
DEPT of the 14th June, T am directed by 
Mr, Secretary Eden to tranemit a letter addressed 
by Mr. Marshall, your manager in Tientsin, to 
Her Majesty's Consul General there. 


This letter ia Mr. Marshall's reply to the 
meseage conveyed to him at your request through 
Her Majesty's Minister at Peking. 


I am, 
Sir, 
Your obedient Servant, 


The Secretary, 
Union Internstional Company Limited, 
1h, West 92 gga 
Be 
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Messrs.Butterfield & Swire i 
Shanghai : i /io 6 /2 Sx 


——- 


—~* 


Dear Sirs, 


The Managers of the Ocean Steam Ship Co.Ltd., who are 
the sole owners of Holt's Wharf, Pootung, have for some time been 
greatly concerned with the continued heavy drain on their resources 
entailed by Holt's Wharf, Pootung, and the many difficulties 
encountered in the continued operation of the Wharf, and we regret 
having to inform you that at a meeting of the Managers held in this 
office to-day it was decided that they cannot permit the present. 
state of affairs to continue any longer and we attach a copy of 
the Resolution that was unanimously passed at that meeting. 


In view of the large labour force employed at the Wharf, © 
the Managers naturally hope that when you come to negotiate it 
will be found that there is some arrangement short of closure which 
will have the desired effect and at the same time preserve continuif® 
of employment. They understand that there are large quantities of 
Government cargo stored in the Wharf Godowns which, if economic 
storage rates were being paid, should more than suffice to pay 
the labour. They therefore havé it in mind that it might 
perhaps be possible to arrange for the Government itself to take 
over the running of the Wharf and they would, in that event, be 
prepared to lease it to them until such time as conditions in 
Shanghai improve and the steamers of the Ocean Steam Ship Co. 
Ltd. are once more able to visit the port. It also occurs to 
them that the People's Government may perhaps intend in the 
near future to set up a Port Authority with a view to taking 
over and operating all Wharf properties on the Shanghai river. 


They are prepared to leave the negotiation of this 
difficult matter entirely in your hands, but require you to do 
everything in your power to arrange that the Company is released 
from all further responsibility for the running of the Wharf as 


soon as possible and in any case not later than the 30th June 
next. 


Yours truly, 


ALFRED HOLT & CO. 


RESOLUTION OF THE MANAGERS OF THE OCEAN STEAM SHIP 
COMPANY LIMITED AT THEIR MEHTING HELD AT INDIA 


BUILDINGS, WATER STREET, LIVERPOOL, ON THURSDAY, 
17th APRIL, 1952. 


RESOLVED that as measures for retrenchment at 
Holt's Wharf, Pootung, designed to make expenditure 
and income balance have not been possible, the 
Company whicn is the sole owner of the property 
can no longer continue to onerate the Wharf at the 
present high rate of losses and that its Agents at 
Shanghai, Butterfield & Swire, be, and are hereby 
instructed to negotiate with the People's Government 
of China with a view to the closure of the Wharf, or 
alternatively to its lease to the said Governmertt 
or the others for continued operation, to the end - 
that the Company shall be released from all further 
responsibility at the earliest possible moment. 


I certify that the above is a true and 


correct copy of the resolution which was carried 


unanimously. 


LAWRENCE HOLT 


Chairman. 


Se tag 
Dated é Vo Jf w) 
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TELEPHONE 
LONDON WALL 1160. 


2440. 54,OLD BrRoAD STREET, 
TELEGRAPHIC ADDRESS lL ONDON E C 2 


DOLMIR LONDON 
1édth Jgune, 1952 


* Bim 
* Seem | —_—— 


TC HOG EES 


poor sGstan, erwreneememeriys te | 


further to our talk on wednesday last 1 send 
you herewith a draft of the sort of telegram we suggest 
might now be sent to Lamb. 


aS lL told you verbally, it is not our intention 
on this occasion to word your telegram for you, but 1 think 
the enclosed draft will convey the sense of what we have 
in mind, 


1 should be grateful if you would let me know 
if and when you telegraph in this sense, and give me the 


Number of your telegram (which I presume will be reneated 
to the Governor of Hong Kong) because + intend to wire the 
Hong song Committee asking them to let us have their 
connents after they have seen the comments of Lamb and the 
vhanghai people. Perhaps you will also be good enough to 
let me have a copy of the wording you use. 


yours sincerely, 


UeH. vohnston 4Sqe, fey 
roreigen vifice, 
LONDON, 5S.iWel 


DRAFT TELEGHAM TO MR. LaMB 


At discussion with China Association Ovadia urged that 
Shanghai wanagers should be fully consulted prior to any further 
steps being taken (Stop) in view of time interval involved 
by this procedure it is desirable to commence now consideration 
of next step (stop) 

China Association suggest that in the event of no response 
having been received from People's Government to your Note of 
19th May by June 30th and if by then there is no material change 
in the situation H.M.t%,. should instruct you to present a further 
Note as envisaged in para (2) of your Number 422 (Stop) fMhis 
Note would state that a number of firms have now put in their 
applications for withdrawal and that many are still awaiting 
the implementation of request in 4 (c) of your Note of 19th May 
(Stop) it would go on to request that the machinery asked for 
in that Note should be set up without further delay and suggest 
that, if it would be helpful, a party of British business men 
from Shanghai would be Willing to pay a visit to Peking with a 
view to discussing the whole of this problem and arriving at . 
agreement on the basic principles to govern the whole withdrawal 
procedure (Stop) ithe principles involved are of course those 
set out in (Quote) Further Notes from Shanghai Chamber for Head 
Offices in London and Hong Kong (Unquote). 

The Note would edd that in the event of undue delay in 


arriving at satisfactory arrangements for withdrawal of the 


British firms, the time mst come when remittances from sources 
outside China would cease, 
Please telegraph the comments of the Shanghai Managers 


and the Shanghai Consul General as well as yourself, 


Ee 


FAR EASTERN DEPARTMENT 


CHINA”) Fc Nos /2 34 


FROM [. Kadlin, We Als 
four? Greal Ve. Nohas, 
SC. B. BGt. Iehng low. 


No. 


Dated ‘ Hefey 
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P.K.M.PATIEN. 


Nance, (ea ST HELENS COURT, 
he hye 3p GREAT ST HELENS, 


LONDON, E.C.3. 


17th June, 1952. 
C. H. Johnston, Esq., 
Foreign Office, ¢ eS... 


LONDON, S.‘.1. j- ~ 10s [236 _ 


ol => 


My dear Mr. Johnston, re 
With reference to our conversation 
yesterday I enclose a copy of the cable 
despatched direct to Mr. Chou En Lai on 
the chance that it mey help the early 
issue of an exit permit for EB. D. Lawrence 
who you will see requires urgent medical 
sttention. 200. Wiis k ogee: be 
forwarding a copy to Mr amb in Peking. 


Tog. 
Plas Yuck . 
Ad . gm) 


4. 


Cable to His Excellency Chou En Lai, 
Ministry of Foreign Affairs of the Central 
Peoples Government of the Peoples Revublic 
of China, Peking. 


I am respectfully requesting your personal intervention 
in the case of Edward Daniel Lawrence British subject and Shell 
Company of China Limited Maneger in Tientsin with a request that 


2n exit permit for which application has already been made should 


be granted as soon as possible stop Lawrence is suffering from 
cancer of the eye and both I and his family are most anxious thet 
he should have special treatment at the earliest possible moment 


Stop I believe the operation can best be performed in London 


because it has a greater chance of success if Lawrence has the 


moral support of his family now in this country stop Delsy in 


the operation is dangerous and may be a matter of life or death 


Stop While I fully appreciate that Your Excellency has many 
urgent and pressing problems yet I feel sure that this appeal 
to your sympathetic consideration of an individual case will 


not fail 


J. W. PLATT 


Menaging Director of The Shell 
Company of China Limited. 


